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These Bonds Build -Business 


N UNDERWRITER’S definition of 

license and permit bonds is 

that they are bonds given in con- 

nection with licenses or permits to 

engage in business or to enjoy 
special privileges. 

As one author has written, ‘The 
bond is intended to guarantee that 
the business will be conducted or 
the privilege enjoyed in conformity 
with the regulatory laws relating 
to it, and to pay damages resulting 
from any breach thereof.” 

An agency and development 
executive might readily define 
these as bonds which are highly 
desirable from the agent’s stand- 
point, in that (1) they are not 
solicited as target risks, (2) 
they ordinarily produce an annual 


are 
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premium, and (3) once they are 
placed on the agent’s books, they 
remain there. 

License and permit bonds are 
as numerous as the whims of a 


woman. In his book on surety 


bonds, E. C. Lunt says: “To list 
them all would be like cataloguing 
the Homeric ships.’ In the rate 
manuals, surety companies list a 
number of classes of license bonds, 
instances as 
even that list 
New of license 
bonds come into existence with 
practically every meeting of the 
state legislatures and with nearly 


in some 
68, but 


cover all. 


many as 
does not 
forms 





every change in county and city 
administrations. Therefore, it is 
impossible to describe them all, 
and one can but group them in a 
few general classifications and 
describe them under those classifi- 
cations. 

Generally speaking, 
bonds may be 
divided into (1) 
business li- 
censes and (2) 
personal li- 
censes. Exam- 
ples of business 
licenses are 
plumbers’, 
drainlayers’ 
and electri- 
cians’ bonds, 
and those 
which guaran- 
tee that certain 
business prac- 
tices will be fol- 
lowed, that cer- 
tain people 
who may be in- 
jured by reason 
of business operations will be in- 
demnified against loss that they 
may sustain by reason of the im- 
proper conduct of the business 
and, in some cases, that certain 
state or municipal fees will be 
paid. A personal license guaran- 
tees that a business will be con- 
ducted properly from a personal 
standpoint: in other words, what 


license 
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some underwriters call good be- 
havior bonds. These principally 
include pawnbrokers, detective 
agencies and certain classes of 
liquor license bonds. 

A third classification might be 
called the tax bond. There are 
certain classes of liquor bonds 
and bonds re- 
quired of deal- 
ers in gasoline 
which, in ef- 
fect, guarantee 
the payment of 
fees and taxes. 
While these are 
called license 
bonds, they 
are, in the 
main, financial 
guarantees of a 
modified type. 

The dif- 
ficulty in writ- 
ing license 
bonds is their 
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. . « bonds of infinite variety 


infinite variety. 
the term 
plumber’s 


CONLON 


bond is a very simple term, but 
plumbers’ bonds differ widely in 


different localities. In one in- 
stance a plumber’s-bond is given 
to guarantee that plumbers who 
in the course of their business make 
excavations in streets or sidewalks, 
will properly protect the openings, 
will indemnify those who may be 
injured by reason of failure of the 
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plumber to maintain proper bar- 
ricades and lights. This bond fre- 
quently guarantees the proper 
filling in of the excavation and re- 
placement of pavement or side- 
walk. In another jurisdiction a 
plumber’s bond is a guarantee 
that conditions of a sanitary code 
will be complied with, that proper 
vents be connected with all plumb- 
ing fixtures. In another instance 
the bond guarantees that plumb- 
ing fixtures will be installed ac- 
cording to the building code. And 
in still another instance the bond 
is a guarantee that fees for in- 
spection of fixtures which have 
been installed will be paid. 


DRAINLAYER’S BOND 


A drainlayer’s bond may be 


similar to one of these classes of 


plumbers’ bonds in respect to 
opening of streets, in guarding and 
in filling the excavation. It may 
also guarantee that connections 
with the public sewer be made in 
a proper manner and indemnify 
the city against any loss arising 
out of connections being made 
improperly or without authority. 
An electrician’s bond sometimes 
guarantees that wiring and other 
electrical work will be performed 
to the satisfaction of the owner, 
but it also may guarantee that the 
installations and connections be 
made in accordance with a fire 
department code or a building 
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code. Even in these trade licenses, 
as we will call them, the wide 
variety is evident. 

When one approaches the class 
of what we might call personal 
licenses, we meet with a pawn- 
broker’s bond. This may guaran- 
tee that daily reports be made to 
the police department of all goods 
which are pledged; the idea being, 
of course, that the police may com- 
pare those lists with lists of stolen 
property and thereby check on 
burglaries, robberies and the like. 
In some places the bond is a 
guarantee that not more than the 
pawnbroker’s regular rate of 


interest will be charged, that the 
pledged articles be safeguarded 
and be returned upon the sur- 
render of the pledge ticket. A 
liquor license may be that of a 


saloon or tavern keeper. It may 
be a bond which is forfeited if the 
saloon or tavern keeper violates 
police regulations in the conduct 
of his establishment. 

As examples of further varieties 
of such bonds, a saloon keeper’s 
license may guarantee the pay- 
ment of certain fees and taxes; 
or that which is known as a gaso- 
line license bond may guarantee 
payment of state gasoline taxes. 


INSURANCE BROKER’S BOND 


A bond called a license bond is 
illustrative of another form of 
liability. That is an insurance 
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Pawnbrokers’ 


or, in the specific 


agent’s bond 
instance in mind, an insurance 
broker’s bond. This is a new regu- 
lation of one of the southern states 
which requires bonds of brokers 
only and not of insurance agents. 
The condition of the bond is that 
the principal, the broker, shall 
account to any person requesting 


bonds come under the ** 


March 


200d behavior” heading 


the principal to obtain insurance 
for moneys or premiums collected 
in connection therewith while 
acting or purporting to act under 
his broker’s license. This is a li- 
cense bond; but to some extent it 
is a fidelity bond, and to some ex- 
tent it is a financial guarantee. It 
is a fidelity risk in that the princi- 





1948 


pal will pay to the agent or com- 
pany the premiums on risks which 
he places. It is a financial guaran- 
tee in that the principal is not re- 
quired to segregate the moneys 
which he receives as premium, 
but may put them in his own bank 
account where they might be 
subject to attachment by his 
creditors. Generally speaking, this 
will be regarded as a favorable 
risk. Surety companies will un- 
doubtedly execute these bonds 
freely for their own agents, al- 
though the bonds are not re- 
quired of these principals as 
agents, but are only 
when the agent acts as a broker 
and places business with com- 
panies whom he does not represent 


required 


as an agent. 

One might go on and on de- 
scribing the various types of li- 
cense bonds. As has been indicated 
in this article, they are almost 
infinite in their variety. Despite 
this great variety of these bonds, 
the experience on them, in the 
main, has been excellent. While 
the premiums are comparatively 
small, they are so great in number 
that a very substantial volume 
may be built up and the business 
as a whole prove extremely profit- 
able. 

From an agency standpoint, 
license bonds are an extremely 
profitable business. They require 
very little solicitation because they 
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are “must” bonds. A state law or 
a municipal ordinance compels 
the proposed principals to file 
these bonds, and they are merely 
awaiting someone who can come 
in and give the applicant service 
and execute and file the bond. 
From an agency standpoint again, 
they are extremely desirable be- 
cause the competition for them is 
not great. Many agents will not 
bother with the small premium, 
but the agent 
of these bonds, generally speaking, 
has a bond with an annual pre- 


who obtains one 


mium, one which is not a target, 
and one which is renewed 
after year minumum of 
trouble, a expense 


year 
with a 
minimum of 
and a recurring premium and 
commission. 


PROFITABLE BACKLOG 


Many 
agents pay little attention to this 
class of risk, but it is surprising in- 


companies and many 


deed the volume of premium 
which may be developed. There 
are some companies which have 


on their books from a half to three 


quarters of a million dollars worth 


of these premiums annually. They 
form a semi-permanent backlog 
of highly profitable business. 
These license bonds also give 
rise to other and profitable busi- 
ness. A man starts in as a plumber, 
perhaps doing only repair work. 


He is a little fellow, commonly 
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described as little business. He 
requires only the one bond. Per- 
haps his establishment is so small 
that he requires little or no other 
insurance. But under our Ameri- 
can system of free enterprise, he 
has an opportunity to increase his 
business and to grow in the scope 
of his operations and from a 
financial standpoint. He pro- 
gresses to small plumbing con- 
tracts. He requires construction 
contract bonds; he requires com- 
pensation insurance. He needs a 
truck in his business; he needs 


automobile insurance. He _ acc- 


umulates a stock of materials at 
his headquarters or warehouse; 
he needs burglary insurance. Mean- 
while, he needs fire insurance and 
other property protection. Gen- 
erally speaking, the agent who 
wrote what appeared to be a 
trifling little license bond succeeds 
to all the insurance business of 
that little plumber who now has 
grown to a plumbing contractor 
and who may some day be a 
leader in the industry of which he 
is a part. 

So grows the oak from a tiny 
acorn. 

















‘Now, calm yourself, dear — enough accidents occur in the home as it is!” 





An insurance buyer tells why 
his job is a tough one and 
offers some suggestions on 
how insurance agents and 
companies can improve their 
services 


They Want Prevention, ‘Too 


HAT CAN BE done to im- 

prove the service of the 
insurance agent or broker to the 
buyer? I will try to offer a few 
suggestions, based on my own 
experience. 

First of all, let us analyze how 
insurance managers, or buyers of 
insurance, come into being. When 
a small corporation starts in busi- 
ness, its insurance matters 
usually handled by an officer 
anyone from the comptroller to 
the president. As the 
grows and expands, the multitude 
of duties of this officer increase 
until he realizes that the insur- 
ance matters of the corporation 
require the full-time attention of 
one or more people, so an insur- 
ance manager is employed. 

Thereafter the corporation feels 
that all of its insurance problems 
have been solved and are in apple- 
pie order. This is not too unreas- 
onable an assumption for the cor- 
poration to make —after all, 


are 


business 
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they have just employed a spe- 
cialist, and in addition they have 
every confidence in their agent or 
broker. However, this leaves the 
insurance buyer on the spot. He 
probably has a good general 
knowledge of the insurance busi- 
ness, but he must put most of his 
reliance upon the producer, as he 
can never hope to be an expert in 
all of the various forms of insur- 
ance. 

Therefore, the first thing the 
buyer wants from the agent is 
complete and comprehensive cov- 
erage. He learns to appreciate the 
truly “all risk” form of contract 
and learns that the words “‘blan- 
ket” and “comprehensive” as 
used in the insurance business are 
gross misnomers. The producer 
must, therefore, come into the 
picture with truly comprehensive 
contracts covering completely the 
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buyer’s needs. To obtain such a 
contract, the buyer realizes that 
he must give full, complete and 
honest information to the pro- 
ducer, so that the producer may 
properly present the risk to his 
company. While this 
may sound somewhat unusual, | 


Statement 


feel confident 
that the ingen- 
uity of the 
American in- 
surance indus- 
try is such that 
it is possible to 
write any form 
of insurance 
coverage and 
any type ol 
contract in the 
American mar- 
ket today. To 
do this it is 
that 
the agent must 


obvious 


have a close as- 
sociation with F.C 
his companies 
and a com- 
plete meeting of the minds con- 
cerning all such matters. 

It seems to me that one of the 


weak points in insurance is that 
the agent (or producer) and the 


buyer never get a preview of any- 
thing new that the insurance com- 
pany has to sell. In our business 
we approach the problem much 
differently. For example, the lab- 


. GILLINGHAM 


. the buyer needs wise counsel 
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oratory at our Duff's Baking Mix 
plant recently developed an ex- 
cellent ready-mix preparation for 
homemade rolls. Before we went 
into actual production, house- 
wives in many of the cities and 
towns throughout the country 
were requested to try the product 
and give us the 
benefit of their 
criticisms. 
When the 
housewives’ 
comments 
proved favor- 
able, we had 
no hesitancy in 
marketing the 
product. 1 won- 
der if any agent 
has ever been 
asked in 
by an 


ad- 
vance 
insurance com- 
pany to give 
constructive 
criticism to a 
contract or 
form. I am sure 
that the man who pays the pre- 
mium never has. 

However, our agent has 
cured the coverage at the right 
price, we must assume. Now what 
else does the buyer expect from 
the agent? 

Insurance companies seem to 
have a habit of setting up very 
substantial reserves on open cas- 


pro- 
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ualty claims. Also they occasion- 
ally forget to remove these reserves 
from the assured’s experience after 
the losses have been settled. The 
agent should watch the loss re- 
serves on all of his large accounts, 
and assist the assured by giving 
counsel and requiring his com- 
pany to keep the reserves at their 
minimum worth, while checking 
to see that they are removed from 
the experience when paid. 

Frequently insurance managers 
have unusual problems where im- 
mediate and adequate insurance is 
a must. As an example, with one 
hour’s notice or less I have had to: 

1. Obtain workmen’s compen- 
sation for a third-rate circus. 

2. Provide $100,000 life insur- 
ance for a civilian landing in 
Normandy on D-Day. 

The agent must have the facili- 
ties to handle such problems 
promptly and at a reasonable pre- 
mium. I have often wondered why 
the insurance companies have not 
formed a pool to serve the unusual 
needs of the buying public. Cer- 
tainly we should be able to do 
anything in the United States 
that can be accomplished abroad. 


Many CONSIDERATIONS 

In all manufacturing 
tions, the key to success lies in 
efficient and continued produc- 
tion. The insurance manager real- 
izes that accidents can prove to 


opera- 
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be a costly interruption in the pro- 
schedule, result in 
increased insurance costs and can 
injuries. 
con- 


duction can 


cause serious personal 
Therefore, the 


sider, in the selection of his insur- 


agent must 
ance company, not only coverage 
and premium, but a company 
equipped to give the best service 
in engineering the safety and fire 
prevention needs of the assured 

Corporation managements, as | 
have mentioned, assume that ev- 
ery insurance problem is in apple- 
pie order and running smoothly. 
Therefore, unless the insurance 
manager calls a specific problem 
to their attention, they can busy 
themselves with the problem of 
making a profit. But we all must 
realize that the important time for 
the buyer and agent is at the time 
The 


will be followed, and the agent or 


of a loss. usual formalities 
his loss specialist, if he has one, 


should be on hand to assist the 
buyer in the preparation of the 
claim and in the actual negotia- 
tions with the adjuster. At no time 
is the buyer in more dire need of 


wise counsel and assistance. 


IN SUMMARY 
To summarize the buyer’s view- 
point, we consider the following 


problems imperative and we need 
the help of both agents and insur- 


ance companies in order to prop- 
erly serve our corporation: 
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The key to manufacturing success lies in efficient and continued production 


1. Complete and truly com- 
prehensive coverage. 

2. A premium commensurate 
with the risk involved. 

3. Complete and prompt 
service of our account, in- 
cluding (a) assistance in losses, 
and (b) engineering in safety 
and fire prevention problems. 
4. Agents and insurance com- 
panies with the buyer’s in- 


terest foremost in mind. Don’t 

forget, the buyer is the customer. 

With cooperation from the 
agent, insurance company and 
buyer, all working with one com- 
mon interest, all striving to pro- 
vide sound and profitable protec- 
tion, the business of insurance can 
withstand any public criticism or 
attempted government interven- 
tion. 











ACCIDENT 


Roughage. A 66-year-old man walked 


into a hospital and told attendants, ‘‘] 
feel sick.” X-ray tests disclosed this was 


not surprising. He had swallowed his 
toothbrush. The brush was removed 
by surgery and the hasty swallower feels 
better (Oakland, Calif.). . . . Boaster. 
‘You ought to see me twirling this gun,” 
a young truck driver bragged to his girl 
friend over the telephone. At that 
moment the girl heard a loud report and 
telephoned for an ambulance. The young 
man was taken to a hospital with a bullet 
wound in his stomach (Van Nuys, Calif.). 

. Hawk’s Revenge. Three boys out 
rat hunting were thrilled to discover 
wilder prey in the shape of a hawk 
perched on an overpass railing. Boy A 
shot it, and the hawk, tumbling down, 
ricocheted on a steel girder, hitting 
Boy B on the shoulder. B’s gun went off, 
wounded Boy C in the leg (Jersey City, 


N.J.). 


. BurcLary 


Booby Trap. Police, summoned by awak- 
ened neighbors, found bloodstains and 
two pairs of roller skates at the foot of 
stairs where a prowler leaving a second- 
floor apartment had taken an unexpected 
"|r He escaped with $15 (Brooklyn, 

Y.) Murder Mystery. Four- 
teen policemen in seven cars rushed to a 
flower shop early in the morning, in 
answer to a report that the store window 
had been broken and that a bloody trail 
led from it. Investigation disclosed a stray 
deer had caused the damage (Cleveland, 
O.). . . . Thief Got Left. Five hundred 
left shoes stolen from a salesman were 
found soon after the disappointed thief 
abandoned them ina ditch. The matching 
right shoes were being used by another 
salesman in a different city (Galveston, 
Tex.). . . . Opportunist. Nominated for 
Quickest-Thinking Thief of the Year was 
the man who snatched a $3,000 diamond 
ring from a woman’s finger as she put out 
her hand to signal a left turn (Los Angeles, 


Calif.). 
FIRE 


Mixed Grill. Quarters of beef and baskets 
of liver and kidney burned to a crisp 
recently when a truck collided with an 
automobile, overturned and caught fire 
when the engine exploded. No one was 
seriously injured, but hungry bystanders 
suffered, since the community was un- 
dergoing a meat shortage due to a strike 
in the packing plants (Montreal, Que.). 

. Handyman. Confident he would 
have no difficulty in turning off the 
water, a householder went under his 
house with a lighted candle. When the 
fire had been put out, and the victim had 
been patched up at the hospital, they 
told him he had turned a valve on the 
wrong pipe — the gas pipe. Damage to 
the house amounted to $2600 (Atlantic 
City, N. J.). 
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OVER 9,000,000 PEOPLE 
ERE HURT IN ACCIDENTS 


G TO MEDICAL 


| AUTHOR ITiIEs EVERY SNEEZE 
™ LAUNCHES ENOUGH GERMS TO 
SEND 100 LE TO BED’ 


f° = 
| Bi c<co7non 





A FAKED CLAIM RUN To EARTH 
BY INSURANCE ComPANIES WAS 
THAT OF A MAN WHO SWALLOWED 
A NAILIN A RESTAURANT AND 
PRETENDED IT HAD BEEN IN THE 
FooD’ X-RAY'S WERE PRESENTED 
AND DAMAGES CLAIMED AND PAID / 

His fraud was finally brought 
to light by the insurance 
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“DOST THOU LOVE LIFE ? 
THEN, DO NOT SQUANDER 
TIME, FOR THAT 1S THE 
STUFF LIFE IS MADE OF* 


(BENJAMIN FRANKLIN] 
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DETECTIVE / 











As a_ supplement to the 
explanation of ratemaking 
which appeared in the Febru- 
ary issue, this article de- 
scribes the actual procedure 
by which rates are developed 
in auto classifications 


Auto Liability Ratemaking 


HE FEBRUARY issue of THE 
CASUALTY AND SURETY JouR- 
NAL contained an article by 
Thomas O. Carlson under the 
heading, ‘‘Principles of Ratemak- 
ing,”’ which included an explana- 
tion of the fundamental ratemak- 
ing principles applicable to auto- 
mobile liability insurance. It is 
now proposed to supplement this 
previous article by outlining the 
actual procedure which is followed 
under normal conditions in apply- 
ing these principles to the develop- 
ment of rates for the different 
classifications which appear in the 
automobile casualty manual. 


AUTOMOBILE CasuALTy MANUAI 
The National Bureau of Casu- 
alty Underwriters publishes the 
automobile casualty manual which 
is followed very generally by insur- 
ers as a basis for writing automo- 
bile liability insurance. The man- 
ual contains underwriting rules 
and classifications which are de- 
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signed to permit proper rate rec- 
ognition to be given to differences 
in hazard among automobile risks. 
For example, private passenger 
automobiles are broken into three 
classifications: A-1, A and B; com- 
mercial automobiles into six prin- 
cipal classifications, including long 
haul truckmen, and public auto- 
mobiles into five major classifica- 
tions, including school buses. There 
are also classifications for auto- 
mobile dealers and repair shops, 
automobile storage garages, hired 
cars, automobile non-ownership 
liability and many minor miscel- 
laneous types of risks. 

In addition to classifications such 
as the foregoing, which are based 
upon “type” and “use,” the man- 
ual also provides for “territorial” 
classifications. It is a well-known 
fact that local conditions such as 
traffic density, claim and court 
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conditions, law enforcement, etc., 
have a very pronounced effect 
upon automobile liability insur- 
ance costs. It is therefore essential 
to establish rating territories which 
will permit proper rate recogni- 
tion to be given to such local con- 
ditions. However, in so doing, care 
must be taken to see that terri- 
torial refinement is not carried 
too far. Generally speaking, a rat- 
ing territory should be large 
enough to embrace a sufficient 
volume of experience for ratemak- 
ing purposes, or it should possess 
characteristics so striking that they 
should be recognized even in the 
absence of a large volume of ex- 
perience. Existing territories are 
re-defined from time to time, or 
new territories are created on the 
basis of underwriting results or of 
knowledge of changes in condi- 
tions which should affect such un- 
derwriting results. 


PrivaTE AuTo RarTEs 

Private passenger automobile 
business furnishes by far the larg- 
est volume of experience for rate- 
making purposes. Under normal 
conditions, detailed classification 
experience on a policy year basis 
is reported annually to the Na- 
tional Bureau by its members and 
subscribers. This experience shows 
for each state and territory (sepa- 
rately for bodily injury and for 
property damage liability) the 


March 


following essential ratemaking in- 
formation: 

1. Exposure (number of cars 

insured). 

2. Premiums. 

3. Losses incurred (basic 

limits losses and excess losses 

shown separately). 

4. Number of claims. 

The experience so reported is 
audited and then combined. On 
the basis of the combined data, 
computations are made _ which 
produce the following information 
by state and territory: 

1. Claim frequency (number 

of claims per 100 cars in- 

sured), 

2. Average claim cost (using 

basic limits losses only). 

3. Loss ratio (using total lim- 

its losses). 

4, Pure premium (basic lim- 

its losses divided by number 

of cars insured). 

The determination of the re- 
quired change in rates rests pri- 
marily upon a review of the pure 
premiums indicated by the most 
recent compilation of experience 
with the pure premiums which 
underlie the then existing rates. 
Other information such as claim 
frequency, claim cost and loss ra- 
tio is valuable in appraising the 
reasons for variations in the pure 
premiums for the several policy 
years, the experience for which is 
under review. They enable the 
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ratemakers to form a sound judg- 
ment respecting the extent to 
which they should rely upon the 
pure premium indications as the 
sole element in determining nec- 
essary rate changes. 

Under normal conditions it is 
the practice to determine the av- 
erage required 
rate level for 
the state from 
the state-wide 
pure premium 
indications of 
the two latest 
available policy 
years. In deter- 
mining the ter- 
ritorial rates 
that are neces- 
sary to repro- 
duce this state- 
wide rate level, 
the territorial 
experience for 
the five latest 
available policy 
years is re- 
viewed. The 
five-year average pure premium 
for each territory is adjusted by 
applying a factor representing the 
ratio of the two-year state-wide 
pure premium to the five-year 
state-wide pure premium. The 
purpose of this procedure is to 
have the general level of rates for 
the state follow as closely as possi- 
ble the most recent trend of the 


WILLIAM H. BREWSTER 


. rates follow experience trends 
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experience, and at the same time 
obtain the advantage of a larger 
spread of experience in determin- 
ing the relative difference that 
should exist in the territorial rates. 

The foregoing has dealt with 
pure premiums which, it will be 
recognized, represent only the por- 
tion of the final 
rate that is de- 
signed to take 
care of expected 
losses. Pure 
premiums are 
converted into 
rates through 
the inclusion of 
a so-called ‘‘ex- 
pense loading.”’ 
The expense 
loadings pres- 
ently in use for 
both private 
passenger and 
commercial au- 
tomobile rates 
are given in the 
table at the bot- 
tom of page 16. 


COMMERCIAL AuTO RATES 


The procedure which is followed 
in the establishment of rates for 
commercial automobiles is similar 
to that outlined above for private 
passenger automobiles. The prin- 
cipal difference which should be 
pointed out, however, is that up 
to the present, at least, it has not 
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been found feasible to utilize the 
fleet experience in determining 
specified car rates. This neces- 
sarily reduces the volume of ex- 
perience for ratemaking purposes, 
which in turn involves the exercise 
of a greater degree of judgment, 
particularly in the determination 
of territorial rates. In view of the 
very small volume of specified 
car experience reported for com- 
mercial classes 2 and 3, it is the 
practice to first determine the 
rates for commercial classes 4 and 
5 from the experience reported for 
those classes, and then apply dif- 
ferentials determined on a very 
broad experience basis to derive 
the rates for classes 2 and 3. 
Wherever the volume of experi- 
ence is sufficient, the rates for 
other types of automobile risks, 
such as garages, are established in 
a manner comparable to the fore- 
going through a review of pure 
premium indications. For types of 
risks which produce a small vol- 
ume of experience it is necessary 
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to adopt other methods. In gen- 
eral, in these latter cases, it is nec- 
essary to determine on a very 
broad basis, often country-wide, 
the relationship that should exist 
between the rates for the particu- 
lar type of risk and those for the 
private passenger or commercial 
classifications. At the same time 
that the rates for private passenger 
or commercial classifications are 
adjusted from a review of experi- 
ence, the rates for the related 
classifications are also adjusted to 
keep the established relationship. 

The foregoing is of necessity 
only a sketchy review of the pro- 
cedure followed in the establish- 
ment of rates for automobile lia- 
bility insurance. There has been 
omitted practically all of the de- 
tails which, while of minor im- 
portance in understanding the na- 
ture of the procedure which is 
followed, do in practice involve a 
great deal of time and _ labor. 
Omitted also has been anything 
but passing reference to the judg- 
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AUTO LIABILITY RATEMAKING 


Local conditions affect auto liability insurance costs 


ment that must be exercised in 
ratemaking, even where there is a 
sizable volume of past experience. 
The purpose of the article will be 
served, however, if it conveys to 
the reader the fact that automobile 
liability rates are not picked out 
of the air, as it were. Rather, they 
are the result of a very thorough 
and systematic review of experi- 


ence, coupled with the exercise of 
discriminating judgment by rate- 
makers with a thorough knowl- 
edge of the business and of the 
various factors that must be taken 
into consideration in making rates 
which meet the customary regula- 
tory standards: namely, rates that 
are not excessive, inadequate or 
unfairly discriminatory. 














HON. GEORGE A. BISSON 
RHODE ISLAND 


R. Bisson was appointed Insurance Commissioner for Rhode 
Island early in 1947. He had been Newport city treasurer for 
the past four years and a resident of that city for the past 20 years. 
He attended La Salle Academy and Bryant Stratton College and 
took advanced courses in the Alexander Hamilton Institute. He was 
senior field auditor for the Rhode Island Unemployment Compen- 
sation Board for five years, following a private career in auditing, 
accounting and tax work. He is a past president of the Rhode Island 
Public Finance Officers’ Association and a member of the Mu- 
nicipal Finance Officers’ Association of the United States and 
Canada. 














HON. EARL G6. ROOKS 
ARIZONA 


rk. Rooks was appointed chairman of the Industrial Commis- 
M sion of Arizona in 1947. Active in many labor organizations, 
he served as vice president of the Arizona State Federation of 
Labor from 1937 through 1940 and was in his third year as presi- 
dent of the Federation when he resigned in 1943 to accept appoint- 
ment as a member of the Industrial Commission. Earlier in his 
career, he served for five years as president of the Tucson Central 
Labor Council, and he has for many years been a member of local 
unions in that city. 





SMILE A WHILE 


oe ALi 
S HABERD: 

















~ 


~ 


} 


ae 
Me IN 
a i ; ; 
7 “No, I'm not particular — any make of 


I won vou from Bobby Stringer at suspenders will do! 
marbles today, Mary Sue.” 














Mbd dean 


“Is there a form or something I have to fill out to apply for a modeling job?” 
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“Time,” says a radio come- 
dian, “is stuff between pay- 
days.” For most businesses, 
time is money; time element 
covers are not difficult for 
an ambitious agent to sell 


Time Element Covers 


IME ELEMENT covers, of which 
“use and occupancy” is the 


most frequently written and most 


important from a standpoint of 


production, consist of those types 
of insurance which 
insured from financial loss during 


protect an 


the period he is denied the use of 


property as a result of damage to 
the property by the peril named 
in the policy. 

An insured may be quite ade- 
quately repaid for loss resulting 
from physical damage to a build- 
ing or its contents, but the long 
period of waiting for repairs or 
replacements will cause serious 
loss of income, while fixed charges 
continue, or will 
unusual ex- 


and expenses 
create additiona! 
penses, payable only out of pocket 
or reserves, unless proper time 
element protection has been pur- 
chased. 

What is time? A radio comedian 
has defined it this way: ‘“Time is 
stuff That 


between paydays.” 


By ROBERT O. YOUNG 


might be a joke, but it can be 
serious enough if paydays for a 
business or an individual are post- 
poned or cancelled out as a result 
of a fire, explosion, windstorm or 
other insurable hazard. 
Occasionally, I receive a_ re- 
quest to authorize a line and am 
told that 
much for fire and so much for use 
and occupancy. What the appli- 
cant means is that there is so much 
and an 


there is available so 


building (or contents) 
additional amount of use and oc- 
cupancy, all of which is to be in- 
sured against loss from fire. Please 
observe fundamental differ- 
ence, that use and occupancy is 
not an additional peril or hazard, 
but is an additional ztem of coverage, 
to be insured against loss from 
any or all of the perils or hazards 
for which the property itself may 


this 


be insured. 
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It has been said that business 
interruption insurance, properly 
written, will do for a business, 
after physical damage has oc- 
curred, just what the business 
would have done for itself had no 
such damage occurred. The need 
for this type of insurance protec- 
tion for all business is obviously 
great, and selling it is simple for 
an ambitious agent. 


\DDITIONAL PROSPECTS 


Not only manufacturing plants 
ordinary mercantiles need 
interruption coverage, 


a nd 
business 


but professional and service firms 
and individuals as well. Dentists, 
optometrists, oculists, X-ray tech- 


barber shops, beauty 


parlors, shoe shine parlors, laun- 


nicians, 
dries, transportation companies 
and auto repair shops are just a 
few users of special equipment 
that would be hard to replace. ‘To 
think of renting new quarters dur- 
ing temporary suspension these 
days, of course, would bring ironic 
smiles from most real estate agents. 
Che new forms are so simple that 
selling this insurance is practically 
a matter of just taking the time 
to do so. 

Rates for this coverage are un- 
important to the real salesman. 
If cost rears its head, it can be sub- 
merged with the perfectly accu- 
rate statement that most forms of 
business interruption cost slightly 
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less per $100 than an equal amount 
of insurance on the building in- 
volved. If exact cost is a factor, 
call in your fieldman —that is 
what he is for. 

THe Work SHEE! 

In order to analyze properly 
any business interruption needs, 
we must discuss that alleged buga- 
boo —the work sheet. Excellent 
work sheets have been prepared 
by many companies. However, I 
prefer to use the back of an old 
envelope when I am first discuss- 
ing this subject with an insured. 
Too frequently the sheer formality 
of a printed work sheet filled with 
technical phrases gives the im- 
pression that a signed statement 
before a notary public is desired 
and that the company may use 
the information in any future loss 
or other development that tran- 
spires. The insured may hesitate 
because he is not sure his figures 
are accurate, or because he wants 
to keep them confidential, or be- 
cause he is not positive about the 
exact meaning of some of the 
terms. He may try to postpone the 
interview, “‘till the figures can be 
obtained from the bookkeeper.”’ 
The information needed can be 
obtained just as easily by a few 
informal inquiries, jotted down on 
a piece of paper. 

In suggesting elimination of the 
work sheet in front of an insured, 
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I do not mean that you should 
discard it entirely. Study it care- 
fully yourself and become familiar 
with the items in it. Then, after 
your sale, make up one for the 
insured’s file showing how you 
obtained your figures. Remember, 
too, that the coverage is based on 
future earnings, 
and the only 
purpose of ob- 
taining last 
year’s figure 
is to estimate 
the probable 
amount needed 
for the suc- 
ceeding period. 

There are 
only four im- 
portant figures 
(all on an an- 
nual basis) to 
obtain for a 
clear discussion 
and compari- 
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Of course, the different manner 
of keeping books on the part of 
different insureds requires some 
clarification, but not enough to 
complicate the subject. For in- 
stance, take gross sales. Some 
firms consider gross sales as the 
actual amount of goods sold and 
treat trade dis- 
counts as e€x- 
pense, while 
other firms de- 
duct this item 
from the sale 
price and enter 
only the net 
figure on their 
books. The lat- 
ter figure is the 
one we want, 
but the dis- 
crepancy, if we 
get the other 
figure, is prob- 
ably small. 
Even if it threw 








son of the “‘two 
item contribu- 
tion” and “‘one 
item gross earn- 
ings” forms. These are gross sales, 
cost of raw materials for a factory 
or merchandise for a mercantile, 


cost of ordinary labor and cost of 


heat, light and power. A reason- 
ably accurate estimate of figures 
for these items, properly weighted 
to reflect current trends, will be 
sufficient for nearly all businesses. 


ROBERT O. YOUNG 


. . . the need is great 


our calcula- 
tions off five or 
ten percent, it 
would not be 
too disturbing and could be used 
as a safeguard in case we have 
underestimated next year’s busi- 
ness. 

The next figure is cost of raw 
stock for factories, or cost of mer- 
chandise for mercantiles. Here 
again different methods are used 
to obtain this figure. To be abso- 
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lutely accurate, the actual cost for 
the preceding year should be ad- 
justed to show the increase or de- 
crease in inventory as of the be- 
ginning and ending date of the 
period. Most firms, however, in 
addition to having books from 
which to obtain this correct figure, 
know approximately the percentage 
of cost of materials to gross sales, 
and this figure is enough for our 
purpose. If they can give you both 
the actual cost and the percentage, 
you can use one as a check against 
the other. 

By now we have asked for only 
two figures, and if we want to stop 
here we can quote for the gross 
earnings form. We have obtained 
annual sales and, if our 
arithmetic is 
can subtract materials. 
The balance is annual gross earn- 
ings. That is all there is to it. 
Included in that remainder 
annual net profit and all other 
charges and expenses, including 
all payroll, that the insured feels 
should continue until such 
property is rehabilitated 
and ready for use. 


gross 
not too rusty, we 


cost of 


are 


tune 
as the 


Mayoriry Can Be CoverepD 

The insured can purchase on 
the basis of 50 percent, 60 per- 
- cent, 70 percent, or 80 percent 


contribution, and the amount of 


insurance should be not less than 


the percentage chosen of the an- 
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nual figure previously obtained. 
It is recommended that slightly 
more than such percentage be 
purchased to compensate for un- 
derestimate. Here we have a very 
simple form, a simple work sheet 
and a type of insurance that no 
one in business can afford to be 
without. Although I am told that 
there are more than 1,000 forms 
of business interruption available 
to insurance buyers, I believe the 
vast majority can be completely 
and satisfactorily covered by this 
eross earnings form. 

While this form is becoming 
extremely popular with manu- 
facturing firms and has been de- 
manded for years by mercantile 
firms, it is wise also to understand 
the alternate two item form in case 
its use is preferred by some pros- 
pects. It cannot be said that one 
form is better than the other, as 
each risk must be analyzed and 
the forms compared for cost and 
coverage before the insured can 
choose. The two item form permits 
the separate and optional inclu- 
sion or exclusion of ordinary pay- 
roll. So, in order to obtain the 
amiuual item one value, ordinary 
payroll (as well as cost of heat, 
light and power) is deducted in the 
formula. 


PAYROLL INSURANCE BENEFICIAL 
Some insureds don’t feel the 


need of insuring item two (pay- 
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roll) under any circumstances. 
They argue that they don’t pay 
employees for seasonal layoffs or 
any other type of work not per- 
formed, and why buy insurance 
for payroll not earned because 
fire or other disaster causes a 
shutdown? There are many good 
reasons, however, why payroll in- 
surance is a good thing. For in- 
stance, trained workers may drift 
to other jobs, some states give 
credits in unemployment insur- 


ance taxes for steady payrolls 


maintained, and in many types of 


risks there are numerous import- 
ant functions to be completed 
immediately after a loss and con- 
tinuing until the reopening date, 
for which such employees can be 
utilized. Unless this insurance is 
purchased, there is no income 
from which to pay them. Such 
duties might include cleaning up, 
sorting and listing items damaged 
or not damaged to report to the 
adjuster, and unpacking, sorting, 
labeling and putting on shelves 
new materials and merchandise 
prior to reopening. 

Now we come to the variations. 
Thus far we have just been baking 
the cake, but if you want frosting 
you can have it. With fire business 
interruption insurance you can, 
of course, buy extended coverage 
and vandalism. Separate policies 
are available for sprinkler leakage 
and earthquake business interrup- 


rIME ELEMENT COVERS 


tion. Some marine companies 
have written transportation busi- 
ness interruption. Machinery and 
boiler companies write business 
intérruption in connection with 
hazards there. There is also avail- 
able a contingent endorse- 
ment which, for a small additional 


loss 


premium, covers business inter- 
ruption loss resulting from a plant 
shutdown, caused by fire or other 
damage insured occurring in an 
off-premises power plant or other 
public utility. There 
available contingent business in- 
terruption policies to cover a 
necessary shutdown of your in- 
sured’s plant caused by damage to 
the plant of an important customer 
or sub-contractor. 


are also 


LIMITATIONS 

There are also certain limita- 
tions, with respect to raw stock, 
stock in process and finished stock, 
in the manufacturing forms, which 
can be changed if conditions dic- 
tate. The additional time to re- 
place damaged raw stock or stock 
in process is limited to the length 
of time, after the plant is ready 
for operation, that the raw stock 
on hand would have permitted 
the plant to operate had no loss 
occurred, and for the length of 
time the stock in process normally 
would take to arrive at the status 
of production in which it existed 
at the time of loss, but in neither 
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event to exceed 30 consecutive 
days. This is no more than proper 
because, while this policy attempts 
to do for a business what it would 
have done for itself had no loss 
occurred, it should not do more. 
Thus, if raw stock on hand at the 
time of loss would have allowed 
the plant to operate for only ten 
days, that is all we should be 
expected to pay for. 


ADJUSTMENT CaN Be Mape 


On the other hand, if several 
months’ supply of raw stock is 
kept and it is a scarce material, 
the 30-day limitation can and 
should be changed to a different 
period, subject to an appropriate 
additional premium. Likewise, the 
stock-in-process limitation of 30 
days can be changed for a similar 
additional premium. Loss result- 
ing from damage to finished stock 
is not recoverable under any of 
the standard business interruption 
forms, but a separate policy called 
profits insurance is available to 
cover the loss of profits incurred, 
while the cost of manufacturing 
these goods is, of course, properly 
recovered under the contents in- 
surance. Business interruption in- 
surance contemplates loss of profits 
and continuing expenses for goods 
to be manufactured. Profits insur- 
ance covers loss of profits on goods 
already manufactured, 

There is also a 30-day limitation 
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for replacement of merchandise 
in a mercantile risk; again mean- 
ing 30 days additional time, after 
the store is ready for operation, to 
obtain new merchandise to replace 
that which has been damaged. If 
there is less than a 30-day stock on 
hand, however, the policy will 
provide only for such time as the 
store could have operated with 
the amount of goods that were on 
hand. For the occasional risk 
which contains a large stock of 
difficult-to-replace merchandise, 
the 30-day clause can be elimi- 
nated with proper premium ad- 
justment, calculated in a slightly 
different manner than the manu- 
facturing form. 

Frequently you will encounter 
risks involving more than one 
building on a single premises, 
where entire operations may be 
curtailed or stopped because of 
damage in any one. Blanket poli- 
cies are available for these risks, 
but rates must be obtained from 
proper supervising bureaus. It is 
customary to publish business in- 
terruption rates on a standard 
basis, covering all properties on a 
single premises, and rate adjust- 
ments for the other forms can then 
be made. All of the regular forms 
using any of the permitted per- 
centages are available for these 
blanket risks covering a single 
premises. If, however, the insured 
has two or more plants, or two or 
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Paydays may be cancelled or postponed because of fire or other hazard 


more stores at separate locations, 
and there is any reason that would 
make blanket insurance advisable 
or necessary, rates may be ob- 
tained by specifying the various 
locations to be covered. 


Two VARIATIONS 


Two important variations are 
the “agreed amount plan,” which 
has been available for some time 


for non-manufacturing risks, and 
the “premium adjustment plan,” 
which for most states is quite new. 
Either of these plans may be used 
on eligible property, but not both 
on the same risk at the same time. 

The “agreed amount plan” 
merely permits the insured, who 
has proper facilities, to state in 
advance over proper signatures 
his actual past experiences and 
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anticipated future experience; and 
the proper amount of insurance is 
then agreed upon. The contribu- 
tion clause is based on this definite 
figure, rather than anticipated 
earnings. 

The “premium adjustment plan,” 
as permitted in the middle west, 
is not a reporting form, but per- 
mits the insured, if he so desires 
after purchasing this form, to 
make a report of actual earnings 


at the end of his fiscal year; and if 


he has purchased too much in- 
surance a return premium is al- 
lowed, subject to the formula in 
the form. 

Incidentally, the facts in this 
article have been confined to rules 
and forms now available and re- 
quired in the state of Ohio. Many 
states do not have all of these 
forms, and frequently the rules 
and coverages are different. Uni- 
formity is gradually being estab- 
lished, but for risks in other states 
it will be best to check the local 
situation. 

ExtRA EXPENSE INSURANCE 

Another time element cover 
frequently confused with business 
interruption insurance, but a sepa- 
rate and distinct type of cover, is 
extra expense insurance. I say 
these are separate and distinct, 
even though there is a certain 
amount of expediting expense cov- 
erage in the business interruption 
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form. Theoretically, the business 
interruption policy presupposes 
that the entire income will be lost 
for a certain period, while extra 
expense insurance presupposes that 
there will be absolutely no loss of 
income but considerable addi- 
tional expense above normal for 
maintaining income. It is difficult 
to anticipate, before the 
which set of circumstances will 
prevail, and it is impossible to 
state that one form or the other is 
better for any given type of in- 
sured. The best prospect for this 
the concern which 
maintains a daily service to the 
public that cannot be discon- 
tinued without suffering consid- 
erable loss of good will, such as 
laundries, ice 


loss, 


coverage is 


newspapers, com- 
panies and the like. 

Quite closely related to business 
interruption coverage is rent and 
rental value insurance. This form 
is written for the owner of property 
who is either occupying it himself 
or leasing it to others, and rent 
insurance coverage will cover the 
loss of income if the tenants must 
move out as a result of disaster, 
or the fair monthly value of the 
property if the owner is forced to 
move out. This form is most 
popular with owners of apartment 
houses, flats, store buildings and 
others whose entire income from 
the property is in the form of 
rent. 
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Leasehold interest is a slightly 
different form of the time element 
cover that is properly available 
only under certain circumstances 
and not sufficiently needed in a 
wide market to warrant lengthy 
explanation here. This coverage 
is warranted when the monthly 
rental of a long term lease is much 
smaller than the rental if a new 
lease is being negotiated at this 
time. The lessee has an insurable 
interest in the difference if 
lease has a clause cancelling same 
fire 


his 
for certain percentages of 
damage. This is a highly special- 
ized cover and all facts, including 
the lease provisions, should be 
referred to the company or bureau 
for underwriting and rating. 

In this article have 
tempted to adhere to fundamen- 


we at- 
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tals and avoid technicalities, but 
it is hoped that the value of this 
important group of coverages has 
been truly emphasized. Almost 
every insurable need falls into one 
of three broad insurance classifica- 
tions: 


1. Loss or damage to prop- 


erty. 
2. Liability to third persons. 


a 
J 


Loss of use of property for 


a period of time. 


These might be described as a 
three-legged stool of support to 
the insuring public in time of 
catastrophe, and a three-legged 
stool cannot stand when one leg 
is missing. Therefore, time element 
insurance takes its proper place as 
a third leg in the complete pro- 
tection program. 


te 


“Pack Your Day”’ 


A day is like a trunk. You can put twice as much into it if you know how. 
he right way to pack a trunk is not to dump the stuff in the middle, but 
to pack it tightly in the corners and sides. Last of all, pack the middle. 


There is a right way to pack a day. 
if he appreciates what he can do in 5 minutes 


A man can do nearly twice as much 


if he fills up the corners. 


The man who accomplishes the most has no more time than you and | 


have. He, too, has to spend time on bathing, shaving, dressing, going from 


place to place. He has visitors and interruptions‘ 
plishes” because he ‘‘packs his day.” 


but he ‘“‘accom- 


Magazine 


Effi wency 
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Six Years -A go 


There is a type of man who more than offsets the chiseler in business. He is 
the creative type. He digs up new business and creates new ideas. . They 
call him a salesman but he is more than that. He is a builder, a cog in the 
big machine, a red corpuscle in the main artery. . . . Sometimes he makes a 
sale and sometimes he doesn’t, but his work is never wasted for he leaves a 
path marked clearly for the honest salesman who follows after him. . . . His 
tools are Honesty, Knowledge and Truth and he is a credit to his community. 
Phil C. Braniff, “‘Braniff-isms, ‘Opus 1941.’ ” 


Four Years ~A go 


Failure at the point of sale sometimes proves the undoing of otherwise capable 
salesmen. Such men may wisely select plenty of prospects; they may prepare 
their cases well; they have no trouble in getting in to see their prospects. But 
when they are actually in the presence of the buyer, they fail to get their story 
across. . . . The over-all effectiveness of a salesman can be increased in almost 
direct proportion to his ability to improve his presentation. — F. Glenn Pack- 
vood, “The Psychology of Making the Presentation.” 


Two Years -A go 


There is a very simple method of testing how good your average collections 
are. . . . If your accounts receivable are no more than one-twelfth of a year’s 
business, you are doing a superior collection job. If such accounts are no more 
than one-eighth of a year’s business, you are doing well. But, whenever your 
accounts receivable are as much as one-sixth of a year’s business, you had better 
spend more time on collecting, right then. . . . ‘Test each past due individual 
account. Is it behind the earned premium? If so, you may be arranging to lose 
a customer, or money, or both. — H. H. Corson, ‘‘Only Collections Complete 
the Sale.” 
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SLICK SOLUTION. Inflammable oil slick in DISSOLUTION. This oil storage tank and derrick were 
harbors, a serious fire hazard, yields to a Navy- totally destroyed following explosion and fire in the middle 
developed compound. Sand, roasted with asphalt of a Long Beach, Calif., oil field. Firemen risked their lives 
and oil mixture, merges with slick to form a heavy to prevent fire from spreading to other tanks. Total damage 
semi-solid. Agitation causes the mass to sink. to the area was estimated at approximately $25,000. 


A Fire 


THE NEWS IN PICTURES 


Aviation VW 


AMPUTATED AMPHIBIAN. One whole side of this BOMBER BUMPS BRIDGE. By an extraordinary 
amphibian plane was sheared off when it crashed in a miracle, no pedestrians or cars were hit when this 
vacant lot at Carle Place, N. Y., near Roosevelt Field, Avenger Torpedo Bomber crashed into Sousa 
barely clearing the network of wires visible in background. Bridge, Washington, D. C., at the height of the 
The plane’s two occupants were injured, one seriously. morning rush hour. Pilot escaped serious injury. 





BOILER BLAST. Above is the demolished boiler 
room at Michigan Gas Storage Co., after an explo- 
sion which killed one person and injured six others. 
The blast threatened to cut off gas supply to 250 
Michigan communities. Damage, $75,000. 


nz 


FIRE TRUCK FAILS. One fireman was killed and three 
others badly hurt when this fire truck tipped over while 
attempting to negotiate a curve in South Boston, Mass. 
The apparatus was not answering a fire alarm, but was on 


a trial run for the purpose of testing its brakes. 


HUNGRY HUNTERS. Workers hopefully probing th 


a 


wreckage of this large Avon Lake, Ohio, market find 

foodstuff a complete loss following the gas explosion aa 
fire which brought down three of the building’s four wal 
Total damage to building and contents, about $40,0¢ 


TRANSPORT TRU 


NEWS 


2K TRESPASSES. An unwelc 
visitor in the parlor of a Morrisville, Pa., home is 
giant which crashed through side of house after b 
forced off the road by another car. Almost everyt 


in the room except the clock on the wall was smas 
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TRAILER TRAGEDY. Charred remains of a Chicago CHAOS AND CASUALTIES resulted when this Newark, 
trailer-home where three small tots, aged 4, 2 and 1, N. J., plastics plant was shaken by explosion of unde- 
burned to death when oil stove exploded. Youngsters termined origin. One workman died and 11 were seri- 
were alone while their father was at work on a new ously injured as an entire wall blew out and the roof 
lhome and their mother was shopping. collapsed. Firemen are taking precautions against fire. 
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Truck V 


TRAILER TRUCK TOPPLES. When this truck, out PRODUCE TRUCK PLUNGES. Driver of this track 
of control, overturned on a Cleveland, Ohio, bridge, must have felt sunk when rear half began to fall 
an auxiliary fuel tank exploded and burned. The two through a New York City street. A water main was 
drivers, clothes ablaze, were hurled into the channel found broken, but whether it was the cause or the 
below where the few feet of water saved their lives. effect of the cave-in was not immediately known. 
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NO COMPETITION. Truck and auto above MULTIPLE CRASH. Two locomotives, several freight cars 


never had a chance when they met locomotive 
at South Bend, Ind. Witnesses said truck 
driver could not stop in time and crashed 
into car ahead, pushing it onto tracks. 


A Railroad 


and a truck trailer with four brand new cars were strewn over 
four tracks of the Baltimore and Ohio railroad at Salamanca, 
N. Y. The truck driver and seven members of the train crew 
were injured in the crash, none of them seriously. 


THE NEWS IN PICTURES 


-Automobile WV 


RUSH-HOUR TRAGEDY. Driver of car on the right 
was thrown completely through the windshield in a 
head-on collision of two late-model automobiles on 
Chicago’s Outer Drive. One man was killed instantly 
and two other persons severely hurt in the crash. 


NOBODY HOME. Fortunately it was a Sunday and 
there were no customers in the New York City barber 
shop below when this car made its unwelcome appear- 
ance. Two six-year-old boys playing on the sidewalk 
were slightly injured. Shop was totally demolished. 








With all of our standard 
forms and policies, all in- 
sureds cannot have standard 
brand insurance unless all 
producers have a standard 
knowledge of how to apply 
these policies and forms 


Standard Brand Selling 


VEN WITH the many standard 
EB policies and forms so preva- 
lent in our business today, we have 
not succeeded in obtaining stand- 
ard brand insurance for the public. 

This is true in spite of the fact 
that every state has its standard 
fire policy, most carriers use the 
standard first third party 
automobile policies, and in the 
other fields of property and casu- 
alty business many carriers use 
so-called standard provisions for 
their inland marine contracts, 
liability policies and accident and 
health policies. We have standard 
forms, as well, for fire and automo- 
bile insurance, and their extensive 
use by a majority of agents, pro- 
further 


and 


ducers and companies 


emphasizes the effort that is made 


to provide a standard brand of 


insurance. 

In adapting the various cover- 
ages to the many individual risks 
and exposures insured, however, 


By RICHARD E. FARRER 


most producers have found that 
each risk has unique characteris- 
tics which are uncommon to any 
other risk. Therein lies the prob- 
lem of point-of-contact underwrit- 
ing; it gives rise to the never-end- 
ing use of special custom-made 
forms by the well qualified and 
better trained agents. 

Take, for example, use and oc- 
cupancy insurance; specifically, 
the 80 percent contribution form. 
Applied to the manufacturer of 
chemical flower plant balls, we 
find that it would provide more 
than ~ the amount of 
insurance, because of the fact that 
in this processing little if any 
machinery is required and com- 
plete destruction of the premises 
would still permit the manufac- 
turer to resume operations in a 
maximum of 90 days. On the 


necessary 
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small parts manu- 
worker) 


other hand, < 
facturer 
specialized and custom-made ma- 


(metal using 


the full 


deter- 


chinery would need 


amount of insurance as 
mined under the 80 percent con- 
tribution form. 

Another example to emphasize 
this problem in liability insurance 
concerns property damage cover- 
age for contractors. A_ building 
contractor who does no excavat- 
ing would have more complete 
protection under the property 
damage coverage of his public 
liability policy than the excavat- 
ing contractor. Reason the so- 
called standard exclusion relieves 
the insurance company of any 
liability for underground installa- 
tions while excavating. In order 
to provide a standard brand of 
insurance there- 
fore, the agent this 
and eliminate the exclusion by an 
additional pre- 


for contractors, 
must know 
endorsement, at 
mium, in order to provide the 
excavating contractor with com- 
plete protection. 


STANDARD KNOWLEDGE ESSENTIAI 


It is obvious, then, that the 
entire property and casualty in- 
surance business has an eternal 
fundamental problem of making 
the policy fit the risk, thereby 
eliminating the hazard by trans- 
ferring the risk completely and 


providing standard brand insur- 
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ance. With all of our standard 
forms and policies, all insureds 
cannot have standard brand in- 
surance unless all producers have 
a standard knowledge of how to 
apply these policies and forms. 
Insurance companies, in deal- 
ing with their problem of market- 
ing insurance —- because it must 
be sold in order to obtain a spread 
of risk and avoid adverse selection 
give constant attention to ways 
and means of guaranteeing stand- 
ard insurance at the community 
level. The solution of this prob- 
lem is not easy, nor can it be ac- 
complished overnight. With most 
carriers marketing their 
product protection through 
agents who are independent con- 
tractors, they have little positive 
control over the selling and under- 
writing activities of the agents 
operating in their own community. 


of the 


CHIEF CONTRIBUTING FACTOR 

The chief factor responsible for 
this situation is the multiple repre- 
sentation of companies by each 
agent. The result of this common 
practice is that each company has 
an interest in the agency only to 
the extent of its share in the agent’s 
total Therefore, while 
interest in the agent’s ability to 
provide standard insurance for 
the public is every company’s 
concern, actually it is now no 
direct since the 


business. 


one’s concern, 
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agent spreads his business among 
sO many interests. 

This spreading of an agent’s 
business among various companies 
is necessary, as most everyone 
because of the limited 
capacity of carriers on certain 
types of risks. In the foreseeable 
future, there 
is no indication 
of a possibility 
that property 
and casualty 
agents will rep- 


knows, 


resent one com- 
pany exclu- 
sively for all 
lines of insur- 
ance. This will 
not come about 
with 
greater use of 
multiple line 
charters and un- 


even 


derwriting by 
the companies. 

So it appears 
that the pro- 
viding of stand- 
ard brand insurance is the agent’s 
problem just as much as it is the 
company’s. The local agent, as a 
retailer of insurance, is a business- 
man with professional responsi- 
bilities. Local agents have all of 
the ordinary problems of a re- 
tailer concerned with providing 
and maintaining proper and ade- 


quate facilities, handling with 


RICHARD E. 
. results will be wholesome 
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efficiency and dispatch the details 
of proper accounting of business 
transactions, training personnel 
and carrying out all of the other 
duties of running an important 
business that performs an essen- 
tial service. 

In addition, the local 

must 


agent 
go one 
further 
the ordi- 
retail 


step 
than 
nary 
merchant. He 
keep 


posted on cur- 


must 


rent develop- 
ments of nu- 
merous forms 
of coverage, 
which he is pre- 
sumed to know. 
In the 


munity, if the 


com- 
agent is dis- 
charging his 
obligation prop- 
erly he is con- 
sidered by the 
public to be an 
expert in all lines of insurance. 
This requires a thorough knowl- 
edge and understanding of all 
forms of insurance. Thus cast as 
an expert, he must be properly 


FARRER 


prepared by an insurance educa- 
tion. It calls for intensive study and 
training in order to meet the re- 
quirements of the community and 
do a good job for the companies. 
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The real test of the agency sys- 
tem comes when losses occur. 
Through loss adjustments, the 
public either likes or dislikes the 
brand of insurance it gets. The 
public knows little or nothing 
about standard forms and policies. 
Their only concern is whether the 
insurance is adequate to pay for 
losses. The sum total of public 
opinion about the brand of insur- 
ance it gets, then, will be based 
on loss adjustments, which are dis- 
posed of by the company adjusters 
in accordance with the forms 
used. Loss adjustments prove bet- 
ter than anything else the import- 
ance of standard brand insurance 
for wholesome public acceptance. 
Enlightened agents are convinced 
that there must be more compe- 


tent agents in each community, 
and the only way to obtain this 
objective is through organized in- 
surance educational programs. 


First PROBLEM 


I'he National Association of In- 
surance Agents, mindful of this, 
for the past six years has endeav- 
ored to do something about it by 
providing and promoting organ- 
ized and continuous educational 
programs under the sponsorship 
of local boards. The first problem 
that confronted the organized 
agents of the N.A.I.A. when they 
formed the educational division, 
was that of attending to the educa- 
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tional needs of those agents who 
already were engaged in the 


business. 


First Course 


The first course produced was 
the 100-Hour Course, featuring 
discussion group outlines for use 
in the bold experiment of an adult 
educational program for agents. 
Under this plan, detailed technical 
outlines are furnished to students 
and discussion leaders for use and 
guidance in class sessions. The 
outline material for each unit is 
assembled in booklet form, ar- 
ranged in orderly fashion in as 
many consecutive two-hour as- 
signments as are necessary to com- 
plete the individual unit. Sample 
policies, forms and rate manuals 
applicable to the coverage ana- 
lyzed in the outline material are 
used during the class sessions by 
the discussion group leaders and 
the students. A certificate of merit 
is awarded all persons passing a 
series of comprehensive written 
examinations and attending 75 
percent of the scheduled classes. 
[his course features multiple line 
study, encompassing accident and 
health, automobile, aviation, bur- 
glary, boiler and machinery, fire, 
fidelity and surety bonds, inland 
marine, public liability and work- 
men’s compensation, state insur- 
ance laws and agency manage- 


ment. 





STANDARD BRAND SELLING 


An endorsement is needed to afford an excavating contractor complete protection 


It is apparent that this 100- 
Hour Course, now termed the 
“Standard Course” and increased 
to 136 hours, with its comprehen- 
sive scope, is an excellent means of 
providing a standard brand of 


insurance at community level 
through the proper training of 
agents. It constitutes a standard 
measure of what every agent 


should know about his business. 

Education of agents can never 
be static. One problem is solved, 
only to have a new one take its 
place. The postwar expansion of 
agencies brought forth the tre- 
mendous problem of training 
thousands of new solicitors, agent’s 
sons and clerks in the many tech- 
nical phases of the insurance 
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business. The need was for a 
practical orientation 
comprehensive nature. Where to 
get such a training program was 
the searching question posed by 
agents throughout the country. 
Obviously, it had to be a local 
program. 
AGENTS’ ANSWER 

The agents provided the an- 
swer. Through their own educa- 
tional the National 
Association of Insurance Agents, 
an introductory course has been 
established, aptly characterized in 
the title of its prospectus, ““Why 
Not Begin With the Beginning?” 
This beginners’ course is designed 


division of 


to meet the current, everyday 
needs of the rank and file of local 
agents and agency employees who 
the property and 
fields of insurance. It 
individual 


are new in 
casualty 
embraces six courses, 
each of which constitutes a sepa- 
rate unit of study by itself. The 
length of time required to com- 
plete these separate courses varies 
from four to six hours. A total of 
32 hours is necessary to complete 
all six units, which embrace the 
following subjects: Indoctrination, 
The Agency and Its Work, Fire, 
Inland Marine, Automobile and 
Casualty. A certificate of merit is 
awarded for passing examinations 
and attending the minimum re- 


quired number of classes. 


course of 


March 


In all educational 
the forgotten man has been the 
rural and small town agent and 
his personnel. They are important 
to the business, and a real concern 
of the N.A.I.A. has always been 
to provide an educational pro- 
gram for them. The introductory 
course, featuring as it does full 
text material and group discus- 
sion outlines, furnished the solu- 
tion. A correspondence treatment 
of this developed. 
Through a series of projects and 
examinations, the N.A.I.A. is now 
satisfied that it can reach out to 
make a sub- 


programs, 


course Was 


the crossroads and 
stantial contribution to the edu- 
cational need of these agents. 


THe Pusiic CHOOSES 


A popular current-day problem 
of our business is the winning and 
maintenance of public approval 
of insurance as a private enter- 
prise. The insurance business, as 
all others, can survive and prosper 
only so long as it holds public 
acceptance. There is no guarantee 
that in the years to come the pub- 
lic will continue to buy insurance 
through agents and thereby sup- 
port the profit motive system. The 
existence of non-stock and non- 
profit insurance companies and 
organizations is a constant re- 
minder that the public does make 
a choice. All of those persons who 
believe in the profit system and its 
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place in the insurance business 
are keenly concerned with the 
continued maintenance of this 
principle. 
A JoB FOR THE AGENT 

Again the basic problem must 
be solved at the community level, 
and because agents are the insur- 
ance business in their community, 
the job falls to them. Here is an 
important task 
certed action and the application 
over-all public relations 
by local agents. The 


requiring con- 
of an 
program 
agents, by planned public rela- 
tions can set them- 
selves up advantageously in thei 
communities to advance the Amer- 
the 


programs, 


ican best 
method of marketing insurance. 
Public 
large industrial and business or- 
extremely 


agency system as 


relations programs for 


ganizations often are 
complex and expensive undertak- 
Big staffs of 
magazine, radio and other experts 
are employed, and many com- 
panies publish books and maga- 
zines, sponsor elaborate research 
projects, produce their own mo- 
tion pictures, etc. Such programs 
are costly, but the money is well 


ings. newspaper, 


spent. Business tells its story to 
the public and learns what it can 
do to earn and hold the public’s 
respect and good will. The prob- 
lem is exactly the same with the 
agents, but obviously the methods 
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which are employed must be of a 
different sort. 

Insurance agents can’t publish 
magazines or produce motion pic- 
tures by themselves; they can 
seldom hire trained personnel, and 
usually they may spare only 
limited amounts of time and 
money. So every agent must learn 
to become his own public relations 
counsellor. It is both timely and 
significant, therefore, that the 
N.A.I.A. educational division has 
developed, and now makes avail- 
able for the first time, a practical 
public relations course for in- 
surance agents. This original and 
very different course in the field 
of insurance education will give 
the the back- 
eround and knowledge to do the 
themselves individually 
and on a broader scale for their 
association. The 
12 hours of controlled 


agents necessary 


job for 


local course, 
featuring 


training in public relations, takes 


up these important subjects: Who 


and What Makes Up the Public’s 


Mind, The Publics of Public 
Opinion, How the Public Judges 
an Insurance Agent, Public Rela- 
tions at Work (fire and accident 
prevention), and Getting Credit 
Through Publicity. It has been 
especially prepared to organize 
and simplify the vast amount of 
subject matter comprising the 
field of public relations, and to 
make it relate directly to an 
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agency’s own situation, making 
clear what public relations is and 
how it can help the agent increase 
the profits and stability of his 
business. 


DESIGNED FOR Group UsE 


Proper application of the princi- 
ples taught will enable anyone to 
increase his community usefulness, 
contribute to a better public un- 
derstanding of insurance, and de- 
velop a positive, practical public 
relations program for himself and 
his agency. The course is designed 
for the use of organized study 
groups and is complete with full 
text material and discussion group 


outlines in booklet form, and a 
special guide for the use of the 
group leader. 

With agents now assuming, as 
they are, the fullest responsibility 
of being competent insurance men, 
and with the spread of more local 
discussion groups, there will come 
an increasing volume of standard 
brand insurance for the public. 
The results will be wholesome, 
assuring greater consumer ac- 
ceptance of insurance as an essen- 
tially private enterprise, an ever- 
expanding volume of business in 
all lines, and, last but not least, 
insurance for the future of the 


American agency system. 
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Usable Ideas for Today 


Get Orpers Out or CHaos 

A careful review of a client’s or pros- 
pect’s present insurance frequently 
reveals all manner of inconsistencies, 
shortcomings, and utter lack of pro- 
tection. 

But you’ll never know of these un- 
less you make it your job to discover 
them by gaining access to policies 
currently in force. 

Risks, large and small alike, will 
disclose uninsured or inadequately 
insured hazards which call for revi- 
sion of the protection. Irrespective of 
whether carelessness or oversight 
brought about the unsatisfactory state 
of the insurance, it is something for 
immediate action, and no effort 
should be spared in bringing about 
the indicated improvement in cover- 
age. 

Like as not, the insured will be re- 
ceptive to suggestions upon being 
enlightened and shown the possibili- 
ties of large uninsured loss if the rec- 
ommended changes are not made. 
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Insurance-consciousness is frequently 
greater in one who has already bought 
insurance than in one who has not. 
A poorly organized program of in- 
surance is better than none at all, but 
putting order where chaos existed 
gets orders out of chaos for producers 
who have the initiative to discover the 
weaknesses in existing insurance. 
— Western Department News 


e y 


Tue Current Is Not Atways RIGH1 

The agent’s revenue is derived from 
the insurance which he sells and main- 
tains in force. His commission comes 
not through the company he repre- 
sents, but from the pocket of the client, 
who pays the premium, be it for new 
business or for renewal. 

Ellsworth M. Statler, founder of 
the famous hotel chain which bears 
his name, used to say: ““The guest is 
always right!” But he had another 
favorite saying, especially at staff 
meetings: “What are we here for?” 
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Both are good food for thought, in 
an agent’s consideration of his rela- 
tions, both with his client and with 
his company. 

The client is not always right. He 
needs the agent’s expert knowledge 
and considered advice to guide him 
to sound protection, in the establish- 
ment, development and maintenance 
of a complete, all round insurance 
program. 

‘What are we here for?’ We are 
here to sell insurance. But are we 
really selling it, or are we merely con- 
tent with unrevised renewals and such 
new business which occasionally falls 
into our laps? 

Clear thinking planned, 
efficient selling. But good gardening 
is founded in the cultivation of the 
soil and the meticulous and unremit- 
ting care of the tree; not in the gather- 
ing of the fruit. You cannot make an 


begets 


apple any bigger or better after you 


have plucked it. 


Hence, the agent’s thinking and 
the action it demands must be pro- 
jected into salesmanship and service, 
increased in- 


for therein alone lies 


come. 


Board Advocate 


AUTOMOBILE INSURANCI 

Indications that automobile under- 
writing experience has taken a turn 
for the better create a bright spot in 
the insurance picture. 

Property insurance 
generally are not very optimistic gen- 
try and automobile underwriters are 


underwriters 


no exception to the rule. For the most 
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part, the currently improved rela- 
tionship of losses to premiums seems 
to be regarded as vagary of fate or 
perhaps a snare to tempt the unwary 
from the path of caution into a more 
vulnerable position. 

Chere is no doubt but that careful 
underwriting has played a consider- 
able part in bringing about the im- 
provement in automobile loss ratios. 
Recognition of the inordinately high 
loss-cost encountered in insuring anti- 
quated autos, careful screening of pol- 
icies covering very young and very 
old drivers, identification of loss- 
prone operators in other categories 
these and other underwriting prac- 
tices have certainly influenced the 
year’s results. However, the most im- 
portant development in the loss pic- 
ture has been the steady decline in ac- 
cident People, whether 


insured or not, are having fewer acci- 


frequency. 


dents this year than last and in that 
fact lies real encouragement for the 
future. It can scarcely be purely co- 
incidental that the decline in the ac- 
cident rate made its appearance dur- 
ing the most intensive publicity cam- 
paign ever directed at the accident 
toll. Newspapers the country over, 
popular magazines and the radio 
have kept the public alive to highway 
hazards. Government officials from 
the President down have lent their in- 
fluence to the cause, and insurance 
and civic organizations have played 
their part in the campaign. It should 
not be a mark of naivity to see a cause 
and effect relationship between this 
and a 


great preventive effort 


reduction in accident frequency. 
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Whatever the cause of the improve- 
ment in the highway accident picture, 
there is certainly good ground for con- 
tinuing the prevention campaign with 
ever increasing energy. The public 
readily forgets that which is not fre- 
quently recalled to mind and the 
gains made in 1947 must not be lost 
by default in 1948. Even though the 
downward trend should continue 
until the most dour underwriter ad- 
mits its existence, it will still be neces- 
more effective 


to find new and 


methods of preventing the results of 


sary 


human carelessness. 


SAFETY RECOMMENDATIONS 


Producers — you — can help in- 


sureds and the company tremen- 


dously in matters of safety. Most of 


you are close enough to your cus- 
tomers to know who are prone to let 
things slide. A telephone reminder 
when you receive a copy of the origi- 
nal recommendation letter may moti- 
vate the insured to compliance, and 
consequently prevent an accident. 
All of our producers are interested 
in keeping their loss ratio within per- 
missible bounds. One way you can 
accomplish this is to urge your cus- 
tomers to cooperate with our engi- 
service is 


neers. Safety engineering 


part of the expense included in the 


premium we charge for coverage 
it serves a fourfold purpose: 

1. Preservation of life and _prop- 
erty. 

2. Reduction of 


through accidents. 


human suffering 


THe Letrer 


SALES PROMOTION 15 


3. Reduction of the economic loss 
not recoverable through insurance. 

4. Reduction of losses to the carrier 
and control of agency experience. 


The Bulletin 


PHat SELLS 

The judicious choice of letterhead 
will have considerable influence on 
the interest and returns you receive 
from your direct mail advertising. 

This is amply shown by a test mail- 
ing which was recently sent to top 
business executives. For the test, two 
mailings of 5,000 each were prepared. 
Each contained the same folder, or- 
der card, letter and envelope except 
that in the first case the regular com- 
pany letterhead 
were accustomed to seeing on corre- 


which customers 
spondence was used, and in the sec- 
ond a letter was used on which the 
slogan “A SPECIAL OFFER TO 
EXECUTIVES” was printed in large 
type across the top. 

The 5.000 
regular letterhead, brought in 50 re- 


first letters, using the 
turns, while the second 5,000 brought 
in 67, an increase of 34 percent. If 
only a few of the 17 extra orders re- 
ceived brought in new insurance busi- 
ness, the extra cost would be well 
worth while. 

Experience has shown that, for 
large mailings at least, the most pro- 
ductive letterhead stock strikes a 
medium between low grade and high 
grade paper. Figures on the test 
which proved this most conclusively 
are interesting. 


Four mailings of 3,000 letters each 
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were prepared: 1, lithographed on 
good grade bond paper; 2, engraved 
on medium priced white bond; 3, 
engraved on gray bond paper of 
higher quality than 2; 4, engraved on 
gray, 100 percent rag bond, the best 
quality available. 

The largest number of replies were 
received from No. 2, the medium 
priced bond bringing in 144 replies; 
No. 3 brought in 129; No. 4, 118 and 
No. 1 only 116. The first mailing was 
the cheapest, $1.90 per thousand; 
No. 2 cost $4.70 per thousand; No. 3, 
$4.80 and No. 4, $7.90. 

The advantage of the medium 
priced bond used in No. 2 is quite ap- 
parent when it is noted that it brought 
in 15 more replies than No. 3 at al- 
most identical cost, and brought 26 
more replies than No. 4, at a saving of 
$9.60. It brought 28 more replies than 
No. 1 at an added cost of $9.40. 


— Canadian Underwriter 
‘we 
PERSONAL LIABILITY OF PARTNERS 
Very few people operating partner- 
ships have considered the fact that the 
personal liability of a partner may 


cause financial loss to other innocent 
partners. 

For example, let us take Partners A 
and B. Should injury result to some 
person because of an act of Partner A 
for which he is liable, and if judgment 
is rendered against him, the judg- 
ment creditor could levy upon all 
assets of the judgment debtor, includ- 
ing his interest in the partnership 
property, perhaps forcing liquidation 
of the partnership in order to satisfy 
the judgment against Partner A. 

This would require that Partner B, 
the innocent partner, buy out the 
judgment or the interest of A in the 
partnership, or submit to liquidation 
of the firm, which could prove to be 
extremely expensive. 

However, to protect against such 
contingencies is relatively simple. If 
each partner will insure his every per- 
sonal act under comprehensive per- 
sonal liability insurance, and at the 
same time insure his personal auto- 
mobile liability on a modern policy 
form, there will exist no possibility 
of such a loss to disturb the partner- 
ship financially. 

— The Aetna-izer 


te 


Terse Verse 


A regular guy is ol’ Chollie, 

He used to be carefree and jolly; 
But he’s not the same man 
Since he leaped off and ran 

Around the front end of a trolley! 


— Insurance Digest 





An individual’s most price- 
less assets are his health and 
well-being. These assets are 
insurable, and it is the re- 
sponsibility of insurance a- 
gents to let that fact be more 
generally known 


Our Greatest Asset 


E AMERICANS are the most 

y y insurance-conscious people 
in the world. Over 85 percent 
of our property is insured against 
fire. Almost 50 percent of us 
carry life insurance. Yet so few 
of us have insured the most price- 
less possession we have — our abil- 
ity to earn a living. Experts say 
that entirely too few of us have 
taken advantage of the oppor- 
tunity to protect our earning abil- 
ity — with personal accident and 
health insurance. 

Our earning ability may be 
called the fulcrum on which all of 
our material possessions are pre- 
cariously balanced. A man may 
fail to take out fire insurance on his 
house, and it may burn to the 
ground; but as long as he is able 
to work, as long as he retains his 
earning ability, he can eventually 
earn enough money to replace 
that house. Likewise, a man may 
lose his job, his business, any other 
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asset he possesses; yet as long as he 
retains his health and well-being, 
he is not permanently bankrupt. 

However, a man without acci- 
dent and health insurance is in a 
very vulnerable spot regardless of 
what other insurance protection 
he may have. If he has an acci- 
dent, his life or fire or liability 
insurance will be of little use to 
him. In fact, if the accident is a 
crippling one, his earning power 
will eventually be cut off, and he 
may be unable to pay the premi- 
ums on such insurance. 

Yes, the ability to earn money, 
made possible through our health 
and well-being, is the most price- 
less asset any of us has. It has made 
it possible for us to have a roof 
over our head, to feed and clothe 
our families and to buy the other 
insurance protection we unques- 
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tionably need. All our life’s posses- 
sions are balanced on it. 

Then why has the American 
public been so lax in buying this 
all-important insurance? Probably 
because not all of us have been 
shown the indispensable protec- 
tion it offers for our security. Be- 
cause not all of 
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appeals to his self-interest. It is 
available in forms designed for 
practically everybody’s needs. And 
it is a wonderful door-opener, fur- 
nishing a wedge to approach your 
prospect on practically any line 

of insurance. 
The dangers of not owning acci- 
dent and health 





us have been 
shown that acci- 
dent and health 
insurance is 
really income 
insurance. 
Accident in- 
surance could 
help rec- 
the 


peo- 


ompense 
9.000.000 
ple injured 
every year, while 
they are away 
from their work. 
Health 
ance could help 
recompense the 
countless mil- 
stricken 


Yet 


insur- 





lions 


with illness. the surface has 


just been scratched on this line of 


insurance. 
Accident and health insurance 
is an easy line to sell. It is a mod- 


erate-premium insurance, but it 
offers the agent a substantial com- 


mission percentage. Its benefits 
accrue directly to the person in- 
sured as well as his family, which 
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. it is really income insurance 


insurance 
apparent to 
everyone. This 
winter, for 
instance, the 
papers have 
been full of ac- 


are 


counts of people 
slipping on icy 
walks, of ill- 
nesses resulting 
from exposure 
to the cold. 
This spring and 
summer, which 
are rapidly ap- 
proaching, we 
will have the 
usual crop of 
vacation acci- 
accidents which number 





dents 
almost as many as our automobile 
toll. And, of course, “chome sweet 
home,” the place we used to think 
of as the safest in the world, is 
being recognized by the American 
public as the most dangerous spot 
of all. 

In selling this insurance, the 
prevalence of accidents has proved 





1948 


to be the best approach. The agent, 
then, will do well to stress the 
economic results of disabilities 
arising out of accidents. He might 
show the prospect that the costs 
of having a prolonged illness or a 
crippling accident — the hospital 
bills, surgeon’s fees, nurses’ charges 

-~have mounted to a staggering 
degree during the past few years. 
He might even find out the fees 
in his local hospital to substan- 
tiate his statement that an acci- 
dent could easily wipe out the 
funds accumulated by long years 
of saving. 

He will then do well to proceed 
to the benefits offered by his par- 
ticular policy. In discussing the 
insurance, it is best to remember 
that the prospect does not under- 
stand or care about the technical 
details of the policy — he is inter- 
ested in what the policy will do for 
him. Speak of “‘weekly indemnity,” 
and the chances are that he will 
turn a deaf ear. But tell him how 
your plan will provide a “weekly 
income to take care of your wife 
and kids while you’re laid up,” 
and you’re talking his language. 

What with the high cost of liv- 
ing today, most families have little 
or no reserves to meet the finan- 
cial crisis that follows a serious 


accident. Add the high cost of 


hospital and medical care, and it 
is obvious that the average man is 
squeeze. 


caught in a two-way 
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That is why it may safely be said 
that never in our history has there 
need for accident 
Never has 


been such a 
and health insurance. 
the potential market for this type 


of insurance been so great. 
The need for this insurance was 
appreciated as far back as the 


17th Century, when protection 
was afforded the 
Friendly Societies of England and 
the Aid Societies of Germany and 
Austria. 

The public’s attention was fur- 
ther focused on the danger of acci- 
dents in the 1840’s, when the 
railroad came into general usage. 


members of 


Twelve commercial companies 
were promoted during this period 
to insure against railway accidents 
alone. Later, several English com- 
panies offered insurance for all 
kinds of accidents. The first such 
company was the Accidental Death 
Insurance Company. 

Its original prospectus is inter- 
esting, because the message is even 
more true today: 

‘The casualties to 
which the life of man is liable are 
subjects of daily occurrence and 
observation. There is scarcely 
an individual who cannot refer 
within the sphere of his own fam- 


numerous 


ily or acquaintance to instances 
of sudden or accidental death; 
and few who cannot look back to 
their providential escape 
from imminent danger. To guard 


own 
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This summer we will have the usual crop of vacation accidents 


against the consequences of such 
a calamity, whether happening 
in the pursuit of business or pleas- 
ure, is the duty of everyone, and 
the Company will afford to all, 
according to their circumstances, 
the means of obtaining so desira- 
ble an object.” 


Here in the United States, the 
records show that between 1847 


and 1850, 12 companies were or- 
ganized to write health insurance. 
According to Howard P. Dunham 
in his treatise, The Business of In- 
surance: “‘the contracts issued by 
these early companies were too 
loosely worded, and the premi- 
ums too low.” 

No further companies were or- 
ganized in the United States until 
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one company obtained its charter 
in 1863. Organized and operated 
on a sound business basis, this 
company survived the early ex- 
perimental years and the wars, 
panics and catastrophes that have 
occurred since that time. Its ini- 
tial success prompted the organi- 
zation of some 70 companies 
within a few years to write acci- 
dent insurance, some of which 
failed during a series of railroad 
and steamship disasters, while oth- 
ers survived and are doing business 
today. 

Insurance companies, however, 
were hesitant to write health in- 
surance. It was not until 1892 that 
the Law, Accident & Contingency 
Society in England introduced 
health insurance against certain 
specified diseases. A New York in- 
surance company is credited with 
being the first stock insurance 
company in the United States to 
issue a health policy. In 1898 this 
company issued a special health 
policy paying weekly indemnity 


ie 
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for 26 consecutive weeks in case 
of disability resulting from certain 
diseases. In 1899, two companies 
in Hartford, Connecticut, intro- 
duced two health contracts; one a 
special health policy and the other 
a general health policy providing 
indemnity for temporary total 
disability caused by virtually all 
diseases. 

As time went on, additional 
benefits were incorporated in 
health insurance policies to com- 
pensate the policyholder for the 
expense of surgical operations and 
hospital and nursing service. 

Today there are available a 
multiplicity of policies, some pro- 
viding accident insurance only, 
some health cover only and others 
a combination of accident and 
health protection. Some policies 
are more liberal in benefits than 
others, and the premium rates 
vary accordingly. There is a suita- 
ble policy for practically every 
need, and it is our responsibility 
to let that fact be known. 


A lawyer journeyed to a neighboring state to try an impor- 
tant case, promising to wire his partner the moment a decision 
was announced. At last the wire arrived. “Justice has tri- 
umphed!”? The partner indignantly wired back: “Appeal at 
once!” — Pacific Northwest Underwriter 





Court “Decisions « XXIX 


ALAN GRELLER 


Liability of Adjoining Property Owner 
Che owners of a piece of property in 
Baltimore undertook to build a row of 
houses thereon. They employed work- 
men to excavate along the southern 
end of their land and the work was be- 
gun without prior notice to the adjoin- 
ing property owner. After the excava- 
tion, the garage on the adjoining prop- 
erty collapsed. The adjoining property 
owner brought suit against her neigh- 
bors for the ensuing property damage 
recovered judgment for $3,000, 
which was subsequently reduced to 
$1,875. The judgment was affirmed on 
appeal. (Mullan v. Hacker (Maryland 
1946) 49 A, 2d 640.) 

xy xy y 


and 


Liability of Client to Accountant — An 
accountant, while performing profes- 
sional services on the premises of his 
client, was injured when he stepped 
from the office into a poorly lighted hall- 
way and fell over a small low-platform 
hand truck. He sued the client to recover 
for his injuries, and a verdict was re- 
turned in his favor for $1,500. The client 
claimed that the accountant had been 
guilty of contributory negligence, but the 
appellate court affirmed the judgment. 
(Robertson v. City Produce & Commis- 


sion Co. (Ohio 1945) 70 N. E. 2d 778. 
£9 

Liability of Storekeeper — As a woman 
customer was descending a stairway in a 
department store, she slipped and fell, 
sustaining a fractured leg. The stairs 
were covered with slush which had 
been tracked in from outside by the 
customers. In her suit against the store 


to recover for her injuries, the jury 
brought in a verdict in her favor for 
$1,100. The judgment was affirmed on 
appeal. (Savaiano v. The 12th Street 
Store (Illinois 1947) 70 N. E. 2d 744.) 


y y y 


Liability of a Restaurateur A woman 
patron in a restaurant was 
glass of water with her meal. Upon 
drinking from the glass, she swallowed 
a piece of broken glass along with the 
water she drank. An examination of the 
glass disclosed that a broken piece was 
missing. She immediately went to a doc- 
tor who gave her a special diet and, be- 
fore passing the glass about a week 
later, she suffered considerable pain. 
She brought suit against the restaurant 
owner to recover for her injury and was 
awarded a judgment. This was affirmed 
on appeal. (Sartin v. Blackwell ( Missis- 
sippi 1946) 28 S. 2d 222.) 


served a 





Public Law 15 presented a 
challenge to the state legis- 
latures of this country. How 
they have met that challenge 
is described in this article 


The Challenge Is Met 


ILI. WE MEET the chal- 
lenge?’’ That question 
closed a stimulating and _ schol- 
arly article* on the subject of in- 
surance regulation which appeared 
in a recent issue of THE CASUALTY 
AND SURETY JOURNAL. On the 
basis of what occurred during the 
1947 legislative season, the answer 
to this question is definitely “‘yes.”’ 
The year 1947 will be remem- 
bered as the year in which the 
state legislatures met the challenge 
presented to the states by the 
Federal Congress in Public Law 
15. In that act the Congress de- 
clared that, although insurance 
had been placed under its juris- 
diction by the United States Su- 
preme Court in the famous deci- 
sion of 1944 in the S.E.U.A. case, 
the continued regulation of the 
insurance business by the several 
states is in the public interest, and 
that the business of insurance shall 
*McFall, J. M., “Challenge to Regu- 
lation,” May, 1947, page 49. 
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be subject to state laws which 
regulate and tax it. The Congress 
further declared, that 
after the moratorium period, orig- 
inally January 1, 1948 and since 
extended to June 30, 1948 by a 
recent amendment, the 
Federal anti-trust laws shall apply 
to the business of insurance to the 
extent that the 
regulated bystate law. Conversely, 
that means that to the extent that 
the states do regulate the business 
of insurance, the Federal anti- 
trust statutes shall not apply. 
This was the challenge to the 
states. Public Law 15 did not 
require the states to act, but if they 
desired to continue their super- 
vision of the business of insurance 
to the exclusion of the Federal 
laws (with some exceptions), they 


however, 


several 


business is not 


had to “‘regulate”’ the business. 
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The pivotal problem of state 
regulation involved the continua- 
tion of the essential and wel] es- 
tablished practice of collaboration 
among insurers in ratemaking. 
Such collaboration would be in 
direct violation of the Sherman 
Act after June 30, 1948. This, and 
related problems, was studied by 
the All-Industry Committee (con- 
sisting of 19 national insurance or- 
ganizations representing all im- 
portant segments of the business) 
working in cooperation with a 
committee of the National Associ- 
ation of Insurance Commissioners. 
Such studies resulted in the formu- 
lation of proposed legislation, 
including standard rate regulatory 
bills which formed the basis for 
most of the rate regulatory legis- 
lation adopted this year. The rate 
regulatory bills were designed to 
make the Sherman Act inapplica- 
ble, under the terms of Public 
Law 15, by permitting and regu- 
lating collaborative ratemaking 
while, at the same time, assuring 
independence of action by in- 
surers wishing to operate inde- 
pendently and not through rating 
organizations. 


STATUTES ALREADY ADOPTED 


Some states had already adopted 
casualty and surety rate regulatory 
statutes prior to the 1947 legisla- 
tive sessions. Thus, in 1945, the 
year in which Public Law 15 was 
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passed, nine states — Alabama, 
Connecticut (replaced by 1947 
law), Florida, Kansas, Maryland, 
North Carolina, South Dakota 
(replaced by 1947 law), Tennessee 
and Texas—had enacted cas- 
ualty and surety rate regulatory 
statutes. —Two additional states, 
Kentucky and Mississippi, enacted 
such laws in 1946. Other states, 
such as Louisiana, New Jersey and 
New York, and as to most lines 
Virginia, had had rate regulatory 
laws in force for a number of 
years. It should also be observed 
that with respect to workmen’s 
compensation insurance, exclusive 
of Mississippi which has no work- 
men’s compensation law and the 
seven states which have monop- 
olistic state insurance funds, only 
nine states did not regulate work- 
men’s compensation rates prior 
to the S.E.U.A. decision. It was 
not until 1947, however, that 
most of the states had the oppor- 
tunity to answer the challenge. 
How this challenge was met is in- 
dicated by the story of 1947 legis- 
lation to regulate the business of 
casualty and surety insurance. 


1947 REGULATORY LEGISLATION 


During 1947, the legislatures 
of 44 states and of Alaska, Hawaii 
and Puerto Rico and the Federal 
Congress met in regular session. 
Legislation to regulate casualty 
and surety rates was introduced in 
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40 legislatures which included 
every jurisdiction whose legisla- 
ture was in session and which did 
not already have adequate rate 
regulatory laws. New rate regula- 
tory laws were passed in Alaska, 
Hawaii and 30 of the states, as 
follows: Arizona, Arkansas, Cali- 
fornia, Colo- 
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Rico, Rhode Island, Virginia and 
the District of Columbia (U.S. 
Congress) will meet in regular ses- 
sion in 1948 prior to the expira- 
tion of the moratorium on June 

30, 1948. 
In addition to rate regulatory 
statutes, legislation to meet the 
impact of the 





rado, Connec- 
ticut, Delaware, 
Georgia, Illi- 
Indiana, 
lowa, Maine, 
Massachusetts 
Michigan, Min- 
nesota, Mon- 
tana, Nebraska, 
Nevada, New 
Hampshire, 
New Mexico, 
North Dakota, 
Ohio, Oregon, 
Pennsylvania, 
South Caro- 
lina, South Da- 
kota, Utah, 
Vermont, 
Washington, 
Wisconsin and Wyoming. Together 
with the previously enacted rate 
regulatory laws, this left only 
Idaho, Missouri, Oklahoma, 
Rhode Island, West Virginia, the 
District of Columbia and Puerto 
Rico without comprehensive cas- 
ualty and surety rate regulatory 
statutes. It should be noted that 
the legislatures of Missouri, Puerto 


nois, 
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. . - laws are not solutions 


Federal anti- 
trust statutes 
other than the 
Sherman Act 
was also con- 
sidered. Thus, 
with respect to 
the Federal 
Trade Com- 
mission Act, 17 
states — Flor- 
ida, Indiana, 
Maryland, 
Massachusetts, 
Michigan, Min- 
nesota, Ne- 
braska, New 
Hampshire, 
New Jersey, 
New Mexico, 
South Carolina, 


Pennsylvania, 
South Dakota, Tennessee, Utah, 
Washington and Wisconsin — 
adopted state fair trade practice 
measures substantially similar to 
bills proposed by the Insurance 


Commissioners’ Committee and 
the All-Industry Committee. In 
this regard it should be mentioned 
that many states already had 
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provisions in their insurance laws 
prohibiting most of the practices 
covered in the fair trade practice 
bill. 

To meet the possible applica- 
tion of the Robinson-Patman Act, 
state statutes specifically authoriz- 
payment of commissions to 
prohibiting 


ing 
brokers and unfair 
discrimination and rebating were 
adopted in Arkansas, Colorado, 
Connecticut, Hawaii, Maryland, 
Massachusetts, New Hampshire, 
North Dakota and Pennsylvania. 
In many states, payment of com- 
missions to brokers was already 
authorized by statute, and unfair 
discrimination and rebating are 
prohibited by the rate regulatory 
laws or in separate pre-existing 
Statutes. 

In connection with the possible 
effect of the Clayton Act, laws 
regulating interlocking directo- 
rates and investment in stocks of 
other insurance companies were 
passed in three states Connecti- 
cut, Illinois and Pennsylvania. 

The rate regulatory laws do not 


apply to accident and health in- 
special 


surance, and _ therefore 
statutes dealing with accident and 
health insurance, along the lines 
of the 
try accident and health bill, were 
enacted in 19 Colorado, 
Connecticut, Delaware, Florida, 
Maryland, Massachu- 
Minnesota, Ne- 


Commissioners-All-Indus- 
states: 


Indiana, 
Michigan, 


setts, 
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braska, New Hampshire, New 
Mexico, New York, Ohio, Okla- 
homa, South Carolina, Vermont, 
Washington and Wisconsin. 

The S.E.U.A. decision had also 
cast doubt upon the validity of 
the state retaliatory laws and also 
of those premium tax laws which 
had applied to foreign and not 
domestic companies or which dis- 
criminated in favor of domestic 
companies by taxing them at a 
lower rate. As a result, in 1945, 
13 states repealed their retaliatory 
laws and 18 states amended their 
premium tax laws to remove the 
discriminatory features. However, 
the United States Supreme Court, 
in a decision handed down in 
1946, in Prudential v. Benjamin, 
dispelled this doubt. Accordingly, 
states — Maine, Maryland 
and Oregon re-enacted their 
retaliatory laws which they had 
repealed in 1945, and six states 
Arkansas, Maine, North Carolina, 
Oklahoma, Oregon and Washing- 
again amended their pre- 


three 


ton 
mium tax laws to restore exemp- 
tion of, or the differential in favor 
of, domestic companies 

OTHER STATE LEGISLATION 

While regulatory legislation 
constituted the most 
part of 1947 legislation relating to 
the casualty and surety business, 
numerically it represented but a 
relatively small proportion of such 


important 
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Horkmen’ s compensation b 
legislation. In all, some 7,200 bills 
affecting the casualty and surety 
business were reviewed, of which 
1,500 law. A 
summary of the more important 
bills follows. 

Workmen's Compensation: The 
continuing rise in wages and in 
the cost of living accentuated the 
increases of 


over became 


trend toward bene- 


brief 


IS MET 


fits under the workmen’s com- 


pensation laws. This trend was 
introduction of 


reflected in the 
bills to increase such benefits in 
almost every legislature, and such 
bills were passed in 22 states: Cal- 
ifornia, Colorado, Connecticut, 
Florida, Illinois, Kansas, Mary- 
land, Minnesota, Montana, Ne- 
vada, New Hampshire, New Mex- 
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ico, North Carolina, Ohio, Oregon, 
South Dakota, Tennessee, Texas, 
Vermont, Washington, Wisconsin 
and Wyoming. Similarly, the 
ever-growing movement to bring 
occupational diseases as well as 
accidental injuries within the 
scope of the workmen’s compen- 
sation laws resulted in the enact- 
ment of new occupational dis- 
ease laws in six states — Iowa, 
Nevada, New Hampshire, South 
Dakota, Tennessee and Texas — 
making a total of 39 states which 
completely or partially cover oc- 
cupational diseases. Existing oc- 
cupational disease laws were either 
amended or completely revised in 
four states — Illinois, Indiana, 


Minnesota and New York. In 
three additional states — Kansas, 


Montana and Vermont — interim 
committees were established to 
study the subject of occupational 
diseases and to report to their 
next legislatures. 

The continued interest in the 
problem of the payment of com- 
pensation to partially disabled 
employees sustaining subsequent 
injuries, manifested itself in the 
enactment of additional second 
injury funds in Alabama, Ne- 
braska, New Hampshire, South 
Dakota, Texas, Vermont and 
West Virginia. In one state (In- 
diana) an interim committee was 
set up to study and to report on 
the subject to the next session. 
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None of the bills introduced in 
seven states — Colorado, Indiana, 
Massachusetts, Michigan, New 
Jersey, Pennsylvania and Utah — 
to establish monopolistic state 
workmen’s compensation insur- 
ance funds was enacted, and a bill 
to make the Ohio monopolistic 
fund competitive, which had con- 
siderable backing, likewise failed 
to pass. 

Automobile: Once again, 
compulsory automobile liability 
insurance legislation, generally 
patterned after the Massachusetts 
law, was introduced in 17 states 
and Congress. None was passed, 
however, and the Massachusetts 
law still is the only law of its type. 

While compulsory insurance 
legislation did not receive any fav- 
orable action, there was consid- 
erable interest in financial respon- 
sibility legislation, and new or 
completely revised financial re- 
sponsibility laws were passed in 
Alabama, California, Colorado, 
Florida, Idaho, lowa, New Mex- 
ico, North Carolina, North Da- 
kota and Wyoming. Of the 42 
automobile financial responsibility 
laws of all types, 19-——in Cali- 
fornia, Colorado, Idaho, Illinois, 
Indiana, Iowa, Kentucky, Maine, 
Maryland, Michigan, Minnesota, 
Nebraska, New Hampshire, New 
York, North Dakota, Vermont, 
Virginia, Wisconsin and Wyom- 
ing — are improved laws which 
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include “‘security for past acci- 
dent” provisions, in addition to 
the features developed in earlier 
laws. A similar Pennsylvania law, 
passed in 1945 and scheduled to 
become effective in 1947, was 
amended to postpone its effective 
date to 1949. 

Of particular interest is a bill 
passed in North Dakota, provid- 
ing for an “unsatisfied judgment 
fund” made up of an additional 
annual fee of $1 to be paid by the 
owner of each motor vehicle regis- 
tered, which fund is to be used to 
reimburse a resident of the state 
who obtains an uncollectible judg- 
ment exceeding $300 for bodily 
injury or death arising out of 
motor vehicle accidents in the 


state up to limits of $5,000/ 
$10,000. This law, which is mod- 


eled after similar statutes in some 
of the Canadian Provinces, is the 
first of its kind enacted anywhere 
in the United States. 

In New York, a law was enacted 
requiring companies transacting 
automobile liability insurance in 
the state to contribute to a motor 
vehicle liability security fund, for 
the payment of automobile lia- 
bility claims against insolvent 
insurers. 

Fidelity and Surety: About 50 
percent of the bills and laws of 
interest to the casualty and surety 
business affected fidelity and surety 
directly or indirectly. In only one 


THE CHALLENGE IS MET 59 


state, however, was legislation in- 
troduced to set up state bonding 
funds. Two bills for such purpose 
were presented in Michigan, but 
did not pass. 

On the other hand, bills pro- 
viding for joint control of fidu- 
ciary assets by the principal and 
the surety were adopted in Ar- 
kansas and North Dakota. An- 
other beneficial bill, providing for 
fixed penalty on bonds in connec- 
tion with civil actions, was enacted 
in Indiana. Although nine state 
legislatures had before them leg- 
islation prescribing requirements 
for personal surety and fiduciary 
bonds, none of these bills was 
passed. 

Multiple Lines: The move- 
ment which began several years 
ago toward multiple line laws to 
permit insurance companies to 
write both fire and marine and 
casualty and surety lines, mani- 
fested itself this year in the intro- 
duction of such bills in about 20 
of the legislatures, and such bills 
were passed in 13 states: Cali- 
fornia, Colorado, Idaho, Indiana, 
Iowa, Michigan, Minnesota, Mon- 
tana, New Hampshire, New Jer- 
sey, New Mexico, New York and 
Utah. 

Health Insurance: Amendments 
to broaden the Federal Social Se- 
curity Law to include health in- 
surance provisions, and other 
health insurance measures, were 
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again introduced in Congress and 
are now pending. In addition, 
bills providing for some type of 
health benefits were introduced in 
21 states, but none was passed. 
In the last Congress a_ bill, 
known as the Crosser Bill, was 
enacted which added provisions 
for the payment of disability and 
maternity benefits to the Railroad 
Unemployment Insurance Act. 


In the present Congress, bills are 
pending to delete these provisions. 

Legislatively, the states have, 
with a few exceptions, risen to the 


created by the 
and_ Public 


new situation 


S.E.U.A. 


decision 


“Do you have to be so darned easy to land 
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Law 15. The few jurisdictions 
that have not yet acted will un- 
doubtedly do so at the earliest op- 
portunity. But placing new laws 
upon the statute books does not 
by itself constitute a solution of 
the many problems involved. 
Only wise and constructive ad- 
ministration of these laws, to- 
gether with forward-looking and 
statesmanlike conduct of the busi- 
ness, can assure the continuing 
progress and development of the 
great insurance industry. The 
industry is now embarked upon a 
new course and looks ahead with 
determination and confidence. 


TPve only begun to show you the town!” 





*“ The Customers 


COMPENSATION QUERY 
Yorba Linda, Calif. 
Dear Editor: 

Some time ago I saw an answer to 
a letter inquiring about a compensa- 
tion case, and as a similar case has 
come up in my locality, I am wonder- 
ing whether or not it was published 
in your magazine. 

Here is the problem. A truck owner 
delivers crushed rock for a producer. 
The producer has no control over the 
truck owner, other than to tell him 
where to deliver the rock. The pro- 
ducer collects the cost of the rock and 
also for the delivering of it. The truck 
owner is then paid for the drayage 
by the producer. The truck owner 
hauls for others, also, but the greater 
part of his time is spent with one 
particular crushed rock producer. The 
state is putting pressure on the pro- 
ducer to insure this man under com- 


pensation, but he feels, as do I, that 
there is no relationship between the 
two as employer and employee. He is 
an independent contractor. 
ALBERT B. STEPHENS 
Insurance Service 
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Always Write’? 


is a legal 
may 
from state to state. The editors rec- 
since the sub- 


[The question raised here 
one the answer to which vary 
ommend, therefore - 
ject has not appeared in THE JouRNAL 

that Stephens his 


query to the legal department of any 


reader refer 
of the companies he represents which 


write workmen’s compensation in- 


surance. | 
Att ARE WELCOM! 
Hartford, Conn. 
Dear Editor: 
Would you kindly my sub- 
scription for one year to TH 
UALTY AND SURETY JOURNAL. 


May I ask if you welcome contri- 


enter 
Cas- 


butions of articles written by persons 
who are not affiliated with your mem- 
ber companies? 

Everett M. Jess, Advertising 

Manager 

Resolute Fire Insurance Co. 
[To Mr. Jess and to every one of our 
readers may we say that by all means 
we welcome contributions from any- 
one who has a subject of interest to 
insurance producers, buyers or com- 


Ed.] 


panies. 
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More Asout Books 
Auburn, Calif. 
Dear Editor: 

Please let us know where we may 
secure a copy of the book, Plain Talk 
by Rudolph Flesch, referred to in the 
article, ‘Make Your Letters Build- 
ers,” by Ralph W. Smiley, in the 
December, 1947 issue of THE Jour- 
NAL. 

DonaLp A. GRAHAM 

W. K. Graham & Son 
{Mr. Graham’s letter .was referred to 
Mr. Smiley, whose reply follows. — 
Ed.] 

The book, priced at $2.50, is pub- 
lished by Harper & Bros., 49 E. 33rd 
Street, New York City. You will find 
it, I believe, a refreshing treatment of 
a subject which too often is presented 
in a pedantic and school-bookish 
vein. 

Perhaps you will be interested in 
the following facts about the author, 
quoted from a recent issue of Look 
magazine: 

“Rudolph Flesch came to America 
from Austria in 1938 and became a 
student at Columbia. As he studied 
English, he found it would help 
everyone, including himself, if we 
spoke more plainly. He developed a 
formula which became an immediate 
hit. OPA called him in to work on its 
wordy language. Then Flesch wrote 
a book about his formula, The Art 
of Plain Talk, which soon sold 48,000 
copies. Today, hardly a writer or 
speaker fails to think twice before he 
says something.” 

Mr. Flesch has contributed several 
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articles to Printers’? Ink advocating the 
use of simple words and short sen- 
tences for advertising copy and sales 
literature. More recently his services 
have been used as correspondence 
consultant by several large concerns. 

I shall be much surprised if you 
find Plain Talk dull reading. 


Asout THose News In Pictures 
Middletown, Ohio 
Dear Editor: 

On pages 32-33 of the January issue 
of THe CasuaALTy AND SurETy JouR- 
NAL, I noticed pictures of several badly 
demolished automobiles and_build- 
ings. If possible, I should appreciate 
proofs or mats of these pictures, if it is 
the policy of your office to release 
material of this nature. 

Pau E. Wirson, Director 

Middletown Safety Council 
[Many of our readers have sent in 
requests similar to Mr. Wilson’s. We 
wish that we could give permission to 
reproduce the photographs in our 
News In Pictures section, but we can- 
not. Most of those photos come from 
Acme Newspictures, and they are sold 
only for publication in THE JOURNAL. 
Anyone who wishes to purchase a 
particular photograph, therefore, 
should write direct to: 


Acme Newspictures, Inc. 
461 Eighth Avenue 
New York, N. Y. 


It is advisable to state the purpose 
for which the picture is intended. 
Ed.} 





Marcus ABRAMSON, assistant counsel of 
the Association of Casualty and Surety 
Companies, has been with the Associa- 
tion and its predecessor organization, 
the Workmen’s Compensation Pub- 
licity Bureau, for 21 years. He is a gradu- 
ate of the College of the City of New 
York and of Harvard Law School, and 
is a member of the New York Bar. An 
article by Mr. Abramson, “The 1945 
Legislative Impact” appeared in the 
March, 1945 issue of THE JouRNAL. 


( The Challenge Is Met, page 53.) 
, ££ 


Wituiam H. Brewster is manager of 
the automobile division of the National 
Bureau of Casualty Underwriters. He is 
a graduate of Columbia University and 
gained his early training in casualty 
insurance underwriting in the New 
York office of the General Accident, Fire 
and Life Assurance Corporation. After 
several years of underwriting experience 
with the New York Indemnity Company 
and the Standard Surety and Casualty 
Company, Mr. Brewster became assist- 
ant manager of the automobile division 
of the Bureau in 1936, advancing to his 
present position in 1947. (Auto Liability 
Ratemaking, page 13.) 
Y ry i 


Cuar.es C. Conton is vice president of 
the United States Fidelity and Guaranty 


Company. Born in Baltimore, he at- 
tended Loyola College, of that city. 
He joined the United States Fidelity 
and Guaranty in 1906, and was con- 
nected with the company until 1922, 
when for two years he was with the 
Globe Indemnity Company in Newark, 
N. J. He returned to his present com- 
pany in 1924. ( These Bonds Build Business, 


page 1.) 





The Casualty and Surety Journal 


SPONSOR. Published by the Association of 
Casualty and Surety Companies, under the 
direction of its Public Relations Committee, 
for those interested in casualty insurance (liabil 
ity, automobile, accident, burglary, boiler and 
machinery insurance, etc.) and suretyship (bond 
ing). Ninth year of publication. 


PURPOSE. Te promote the sale, and further 
the appreciation, of stock company coverages; 
and to publicize the activities of the Association 
that are carried on in the interests of the public, 
member companies and their representatives. 


SUBSCRIPTION. Representatives of member 
companies receive the JourNAL by courtesy of 
one or more of our members, through whose 
cooperation its publication is made possible. 
Additional subscriptions for such persons may 
be entered at a cost of $1.00 a year. (Be sure to 
state member company affiliation; see list on 
inside back cover.) To all others interested, 
$1.50. Orders for N.Y.C., and 2% for sales tax. 


OPINIONS. Authors have bios invited to 
express their own personal opinions which are 
not necessarily always those of the Association. 


SCHEDULE. Published monthly throughout 
the year, except for a combined midsummer 
issue. 

OFFICES. gy = circulation, 60 John 
Street, New York 7 Y. Publication office, 
Concord, N. H. AER S. is not accepted.) 


CHANGE OF ADDRESS. Six weeks are re- 
quired for change of address to take effect. 
Please be sure to give old as well as new address. 


REPRODUCTION. Original material appear- 
ing in our columns may be reproduced without 
specific permission, if the usual credit is given. 


COPYRIGHT. The entire contents of the 
JourNAL are copyrighted 1948, by the Associa- 
tion of Casualty and Surety Companies, N.Y .C 
Title registered in the U. S. Patent Office. 


HaRoLp K. Putups, , Editor 
Carox Van Sickue, Associate Editor 
AnrorneTTs Rewwa, Circulation Secretar y 
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RicHARD E. Farrer, C.P.C.U., is direc- 
tor of education for the National As- 
sociation of Insurance Agents. Entering 
the insurance business through affilia- 
tion with the Western Adjustment and 
Inspection Company after business ad- 
ministration training at Northwestern 
University, he spent 11 years in the 
Michigan field. Following five years of 
adjusting property damage losses he was 
appointed special agent for the Home 
Insurance Company, and five years later 
was made state agent for the New York 
Underwriters Insurance Company. 
While engaged in field work, Mr. Farrer 
obtained the C.P.C.U. designation, and 
he lectured for two successive years on 
C.P.C.U. insurance principles and prac- 
tices at the University of Michigan. He 
assumed his present duties in 1946, and 
is the author of the NAIA introductory 


course. (Standard Brand Selling, page 35.) 


FRANK G. GILLINGHAM is_ insurance 
manager of the 
ucts Corporation. He began his insur- 
ance career in 1934, with the firm of 
Herkness, Peyton & Bishop, Inc., in 
Philadelphia. In 1940 he became asso- 
ciated with the Victor division of Radio 
Corporation of America, in the insur- 


American Home Prod- 


ance department, and within a year 
became manager of that department. 
In 1945, he joined the American Home 
Products Corporation in his present 
capacity. He is a director of Risk Re- 
search Institute and a member of their 
program and public liability commit- 
tees, as well as a member of the insur- 
ance division, American Management 
Association. ( They Want Prevention, Too, 


page 7 


Raymonp A. Payne, secretary of the 
accident department of the Travelers 
Insurance Company, is a native of 
Springfield, Mass., and a graduate of 
Technical High School in that city. 
He served in the Navy in World War I, 
became an agent of the Travelers at 
Springfield in 1919 and a year later 
entered the cashier’s training school at 
the home office. In 1921, he was trans- 
ferred to the accident department as an 
underwriter. He was made an assistant 
secretary in 1940 and was promoted to 
secretary in 1946. (Our Greatest Asset, 
page 47.) 
yr? 

Rosert O. Youna, C.P.C.U., is mana- 
ger of the Cleveland service office of the 
North America Companies. He was 
graduated in 1928 from the special in- 
surance scholarship course at North- 
western University, in which he was 
sponsored by his present employer. He 
was then assigned as special agent to 
Kansas City, Mo. After one year he was 
transferred to Detroit, and three years 


later he was appointed state agent in 
Grand Rapids, Mich. In 1939 he was 
made manager of the Omaha service 
office, and he was appointed to his pres- 
ent position in 1941. He received the 


C.P.C.U. designation in 1946. ( Time 
Element Covers, page 21.) 

Credits — Photographs: page 4, A. F. 
Sozio from Gendreau, N. Y.; page 8, 
Affiliated Photo — Conway; pages 10, 
17, 39 and 50, Philip Gendreau, N. Y.; 
pages 27, 31-34, Acme Newspictures, 
Inc.; page 57, G. A. Douglas from Gen- 
dreau, N. Y. Art Work: H. T. Elmo 
Bill King, Frank Owen, Rod de Sarro, 
William Darrow, Salo, LaFayette Locke, 
Jeff Keate. Cover Design, M. J. Kopsco. 
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ASSOCIATION OF 
CASUALTY AND SURETY COMPANIES 


Representatives receive the JOURNAL by courtesy of one or more of the following 
member companies, through whose cooperation its publication is made possible 


ie 


Accident & Casualty Insurance Company of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company of New York 
Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 

Century Indemnity Company Columbia Casualty Company 
Commercial Casualty Insurance Company Connecticut Indemnity Company 
Eagle Indemnity Company Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Ltd. 

Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 

Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corporation, Ltd. 

General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 

Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye Casualty Company 
Home Indemnity Company Home Insurance Company of Hawaii, Ltd. 
Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Ltd. 
Ohio Farmers Indemnity Company 
Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 
Providence Washington Indemnity Company 
Public National Insurance Company 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Standard Accident Insurance Company 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Guarantee Company Western National Indemnity Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 





by Dae 


LS a6 
PRINTED 


Sure sare * , — 
Cp IE . ed Smee CL PPES 2% ry G = 
om : : : ~ 


—— 


Ves a’ bs < mes a “s®& YQ Nes 
IN U.S.A. BY RUMFORD PRESS. CONCORD. N.H. 











ACCIDENT TREND HAs RISEN 


Secretary of State Marshall, in a recent announce- 
ment of the tragic toll of lives in World War II, 
revealed that the United States forces lost 295,904 
men killed and missing during slightly more than 
three and a half years of combat. As sobering as 
this revelation may be, . . . approximately 308,000 
men, women and children lost their lives while 
traveling about, while at work, and in their homes. 
But this was only a part of the increasing trend of 
fatal and crippling accidents which the nation 


annually faces. The rise continued in 1946 until 


approximately 100,000 persons had been acci- 


dentally killed — 3 percent more than the year 


before. 
— J. DEwryY DORSETT 
General Manager, Association 


of Casualty and Surety Companies 


From an article which appeared in 
The North America Fieldman, 
January, 1948 




















